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BEFORE THE ARIZONA CORPORATION COMMISSION
W-01445A-06-0200
ARIZONA WATER COMPANY, an Arizona| DO( SW-20445A-06-0200
corporation, W-20446A-06-0200
W-03576A-06-0200
SW-03575A-06-0200

FORMAL COMPLAINT

Complainant,
VS.

GLOBAL WATER RESOURCES, LLC, a
foreign limited liability company; GLOBAL
WATER RESOURCES, INC., a Delaware
corporation; GLOBAL WATER
MANAGEMENT, LLC, a foreign limited
liability company; SANTA CRUZ WATER
COMPANY, LLC, an Arizona limited liability
corporation; PALLO VERDE UTILITIES
COMPANY, LLC, an Arizona limited liability
corporation; GLOBAL WATER - SANTA
CRUZ WATER COMPANY, an Arizona
corporation; GLOBAL WATER ~PALO
VERDE UTILITIES COMPANY, an Arizona
corporation; JOHN AND JANE DOES 1-20;
ABC ENTITIES I - XX,

Respondents.

Pursuant to A.R.S. §§ 40-246, 40-249 and A.A.C. R14-3-106(L), Complainant
Arizona Water Company, an Arizona corporation, hereby files this formal complaint against
Respondents Global Water Resources, LLC (“GWR LLC”), a foreign limited liability

company, Global Water Resources, Inc. (“GWR Inc.”), a Delaware corporation, Global
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Water Management, LLC (“GWM?”), a foreign limited liability company, Santa Cruz Water
Company, LLC (“SCWC”), an Arizona limited liability company, Palo Verde Utilities
Company, LLC (“PVUC”), an Arizona limited liability company, Arizona Global Water-
Santa Cruz Water Company} (“GW-SCWC»), an Arizona corporation, and Global Water-
Palo Verde Utilities Company (“GW-PVUC”), an Arizona corporation (these interlocking
entities will be collectively referred to in this Formal Complaint as the “Global Entities™).
The Doe and ABC Respondents are parties and entities whose identities have not yet been
established, and when they become known, this Formal Complaint will be seasonably
amended. Arizona Water Company requests that the Arizona Corporation Commission (the
“Commission™) establish a procedural schedule, including a hearing, on this Formal
Complaint and thereafter promptly issue an order to show cause why the relief requested set
forth below should not be granted.

Arizona Water Company alleges as follows:

INTRODUCTION

1. GWR LLC, a Delaware and/or Arizona limited liability company, Vis illegally
and improperly acting as a public service corporation in Arizona in disregard and violation
of Article 15 of the Arizona Constitution, A.R.S. §§ 40-202 and 40-281, A.A.C. R14-2-402
and the regulatory authority of the Commission.

2. GWR Inc., a Delaware corporation, is illegally and improperly acting as a
public service corporation in Arizona in disregard and violation of Article 15 of the Arizona
Constitution, A.R.S. §§ 40-202 and 40-281, A.A.C. R14-2-402 and the regulatory authority
of the Commission.

3. GWM, a Delaware and/or Arizona limited liability company,z/ is illegally and

improperly acting as a public service corporation in Arizona in disregard and violation of

v The Commission website lists GWR LLC as a Delaware limited liability company;

however, in various Commission filings, GWR LLC has misrepresented itself as an
Arizona limited liability company.

The Commission website lists GWM as a Delaware limited liability company.

539257.04/0196941 2
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Article 15 of the Arizona Constitution, A.R.S. §§ 40-202 and 40-281, A.A.C. R14-2-402
and the regulatory authority of the Commission.

4. GWR LLC, GWR Inc. and GWM, alone or in concert with entities that upon
information and belief are GWR Inc.’s wholly owned subsidiaries, SCWC and PVUC, have
illegally and improperly entered into agreements and demanded and received various fees
and charges from landowners and prospective utility customers in Arizona without approval
from and outside of the regulatory authority and oversight of the Commission, in violation
of Article 15, Section 3 of the Arizona Constitution, A.R.S. § 40-202 and the Commission’s
regulations, and against the public interests of the citizens of Arizona.

5. GWR LLC, GWR Inc. and GWM, alone or in concert with entities that upon
information and belief are GWR Inc.’s wholly owned subsidiaries, SCWC and PVUC, have
illegally and improperly solicited landowners and prospective utility customers within
Arizona Water Company’s Certificates of Convenience and Necessity (“CCNs”) in violation
of A.R.S. § 40-281 and Arizona law.

6. GWR LLC, GWR Inc. and GWM, alone or in concert with entities that upon
information and belief are GWR Inc.’s wholly owned subsidiaries, SCWC and PVUC, have
illegally and improperly solicited landowners and prospective utility customers within areas
contiguous to Arizona Water Company’s existing water utility systems, and are thereby
interfering or are about to interfere with Arizona Water Company’s operation of its lines,
plant and systems already constructed and planned for the provision of public water utility
service to areas in and surrounding Arizona Water Company’s CCNs in violation of A.R.S.
§ 40-281(B).

7. Arizona Water Company requests, among other relief, that the Commission, at
the earliest possible time, enter an order requiring GWR LLC, GWR Inc. and GWM to show
cause why they should not be ordered to submit to the jurisdiction and regulation of this
Commission and cease and desist from the unlawful activity and schemes described in this

Formal Complaint.

539257.04/0196941 3
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8. Arizona Water Company further requests that the Commission issue orders
prohibiting GWR LLC, GWR Inc. and GWM, alone or through their subsidiaries, affiliates,
related entities and agents, including new entities GW—-SCW and GW-PVU defined below,
from demanding and charging illegal and improper fees from landowners and prospective
utility customers and from soliciting landowners and prospective utility customers located
within and contiguous to Arizona Water Company’s CCN and its plant, property, lines and
systems.

PARTIES AND JURISDICTION

9. Arizona Water Company is an Arizona public service corporation as defined
under Article 15, Section 2 of the Arizona Constitution and as such is regulated by the
Commission.

10.  Arizona Water Company was granted various CCNs by the Commission to
provide public water utility service in portions of Pinal County, including the Casa Grande
and Stanfield areas, and has provided service to these areas for more than 50 years.

11. GWR LLC, GWR Inc. and GWM, through their subsidiaries and regulated
entities, illegally conduct business as public service corporations in Arizona outside of and
in disregard and violation of the regulatory authority of the Commission. Upon information
and belief, the address of GWR LLC, GWR Inc. and GWM is 22601 North 19 Avenue,
Suite 210, Phoenix, AZ 85027.

12. Upon information and belief, SCWC is a wholly owned subsidiary of GWR
Inc., which in turn is wholly owned by GWR LLC. SCWC is an Arizona limited liability
company conducting business as a public service water utility corporation. Upon
information and belief, the address of SCWC is 22601 North 19t Avenue, Suite 210,
Phoenix, AZ 85027.

13.  Upon information and belief, PVUC is a wholly owned subsidiary of GWR
Inc., which in turn is wholly owned by GWR LLC. PVUC is an Arizona limited liability

company conducting business as a public service wastewater utility corporation. Upon

539257.04/0196941 4
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information and belief, the address of PVUC is 22601 North 19" Avenue, Suite 210,
Phoenix, AZ 85027. |

14.  Global Water—Santa Cruz Water Company (“GW-SCW?”) is a recently-formed
Arizona corporation which is wholly owned by an entity called “Global Water Inc.,” a
Delaware corporation.® The listed address of GW-SCW is 22601 North 19" Avenue, Suite
210, Phoenix, AZ 85027, the same address as the other Global Entities.

15. Global Water—Palo Verde Utilities Company (“GW-PVU”) is a recently-
formed Arizona corporation which is also recited to be wholly owned by the same inactive
entity, “Global Water Inc.”, whose corporate status is “forfeited” and is not qualified to do
business in Arizona. The listed address of GW-PVU is 22601 North 19 Avenue, Suite
210, Phoenix, AZ 85027, the same address as the other Global Entities.

16.  Jurisdiction and venue are proper before the Commission pursuant to A.R.S.
§§ 40-246 et seq. and A.A.C. R14-3-106(L).

ALLEGATIONS COMMON TO ALL COUNTS
17.  Arizona Water Company is a public service corporation in good standing and

is properly authorized by the Commission to provide water utility service. It is regulated by

3 The December 7, 2005 Articles of Incorporation of GW-SCW filed with the
Commission recite that “Global Water Inc.,” a Delaware corporation, owns all
common stock of GW-SCW; however, the Delaware Division of Corporations shows
Global Water Inc. as “Inactive” and its status as “Forfeited” as of “10-06-2001.” The
same is true of GW-PVU. Global Water Inc. is not qualified to do business in
Arizona, according to the Commission’s website. To add to the confusion about the
true nature of these Global Entities and as evidence of the cavalier treatment of the
corporate forms by the Global principals, in a March 9, 2006 Application seeking a
broad range of relief to shuffle CCNs and other assets among and between its
parents, affiliates and subsidiaries, SCWC and PVUC represented to this
Commission that GW-SCW and GW-PVU “are 100% owned by Global Water
Resources, Inc.”, not “Global Water Inc.” See 3/9/06 Application filed by SCWC
and PVUC in Docket Nos. SW-20445A-06-0155, W-20446A-06-0155, SW-03575A-
06-0155 and W-03576A-06-0155 at p. 3, 11. 18-19.

539257.04/0196941 5
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the Commission, which sets its rates, oversees its charges, approves its terms and conditions
of water service and otherwise exercises regulatory oversight over Arizona Water
Company’s public utility services.

18.  Arizona Water Company is a long-established Arizona public service water
utility corporation engaged in the business of providing water service to approximately
80,000 customers throughout the State, including some 19,000 customers in the Casa
Grande and Stanfield areas.

19.  Statewide, Arizona Water Company operates 22 water systems in eight
different counties pursuant to numerous CCNs issued by the Commission at various times
over the past fifty-plus years.

20.  Arizona Water Company has been engaged in the water utility business for
over fifty years, produces over 80 million gallons of water per day, and has more than $261
million in gross utility plant.

21.  InPinal County alone, Arizona Water Company operates water utility systems
pursuant to Commission-issued CCNs in Casa Grande, Stanfield, Coolidge, Superior,
Apache Junction, Oracle, Saddle Brooke Ranch, Gold Canyon, San Manuel and Winkelman,
making Arizona Water Company the largest water public service corporation in Pinal
County.

22.  GWR LLC, GWR Inc. and GWM do not have authority to operate any water
utility themselves, but instead have unlawfully represented to the public that they can
provide utility services or direct their subsidiaries or affiliates to provide such services.

23.  GWRLLC, GWR Inc. and GWM exert control over SCWC, which operates a
water system elsewhere in Pinal County pursuant to CCNs issued by the Commission.

24. GWR LLC, GWR Inc. and GWM exert similar control over PVUC, which
operates a sewer system elsewhere in Pinal County pursuant to CCNs issued by the

Commission.

539257.04/0196941 : 6
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25.  On information and belief, GWR LLC, GWR Inc. and GWM are conceived,
administered and operated as alter egos of SCWC, PVUC, GW-SCW and GW-PVU.
Despite the fact that these Global Water Entities operate as alter egos of public utilities
regulated by the Commission, GWR LLC, GWR Inc. and GWM have largely avoided and
evaded the Commission’s authority, regulation and oversight.

26. InaFebruary 17, 2006 “Notice of Intent” filed in Docket Nos. W-03576A-06-
0103 and SW-03575A-06-0103, SCWC and PVUC purported to provide after-the-fact
notice to the Commission of insider transfers of corporate interests within GWR “to existing
Global officers or key management personnel.” The Commission previously had ordered
GWR, SCWC and PVUC to file a notice in advance so that the Commission could initiate
appropriate proceedings to determine whether such transfers were in the public interest
pursuant to a Settlement Agreement made between the named Global Entities and Staff and
approved by the Commission. The Commission also imposed the same requirements in a
subsequent order to SCWC and PVUC, Decision No. 67830 (May 5, 2005). GWR LLC
and/or GWR Inc. violated the Commission’s orders and proceeded with the transfers
without notice to the Commission or Commission approval. *

27. It is appropriate and consistent with the public interest for the Commission to
investigate the relationship of such entities and to pierce the corporate veil in the case of a
web of interlocking companies like the Global Entities, where the result of such corporate
organization is a determined and calculated effort to evade regulation and to undertake
actions prohibited by Commission rules and regulations and Arizona law.

28.  GWR LLC has engaged in an unauthorized scheme of entering into so-called
“Infrastructure Coordination and Finance Agreements” (“ICFAs™) with a large number of

landowners in Pinal County, including landowners located within Arizona Water

! SCWC and PVUC filed a notice after the transfers had already taken place, citing an

“oversight” as the excuse for violating the Commission’s orders.

539257.04/0196941 7
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Company’s CCNs and areas contiguous to its CCNs. An example of a recorded ICFA in
Pinal County is attached as Exhibit “1” and is incorporated by this reference.

29. In the ICFAs, GWR LLC characterizes itself as the “Coordinator” and states

as follows:
A. Coordinator is engaged in the business of, among other things, roviding
services or benefits to landowners, such as: (i) developing master utility plans . . . ;

(i) providing construction services for water and wastewater treatment acilities, and
(ii1) providing financing for the provision of infrastructure in advance of and with no
guarantee of customer connections.

B. Coordinator is the owner of Santa Cruz Water Company, LLC (“SCW?”) and

Palo Verde Utilities Company, LLC (“PVU”) and provides equity for its subsidiaries
[sic] capital improvements.

Exhibit 1, Recitals.

30. The ICFAs further recite that the landowner sought “to engage Coordinator to
provide various services including but not limited to arranging and coordinziting for the
Landowner the provision of Utility Services by SCW and PVU,” and would work with
GWR LLC to include the landowner’s land in the CCNs of SCW and PVU. Id., Recitals D.
GWR LLC also promises in the ICFAs to provide “will serve” letters from SCW and PVU.
Id.

31. The ICFAs further provide that GWR will act as a utility in all but name by

“coordinating” utility services by its wholly-owned subsidiaries:

Coordinator shall undertake good faith efforts to facilitate, arrange and/or coordinate
with SCW and PVU, as necessary, to lprovide Utility Services to Landowner,
including without limitation, obtaining all necessary permits and approvals . . . .
Coordinator shall make good faith efforts to cause SCW and PVU to provide water
%source] and storage as well as waste water treatment Utility Services to Landowner

or the Land. Water and wastewater lines will be constructed to the property line of
the Land . . . at locations to be designated by [GWR LLC]. ...

Id., § 1. The ICFAs also provide that GWR will “arrange and obtain” for the landowner a
lengthy list of utility services from SCWC and PVUC, such as expanding CCN areas,
preparing master plans, and developing water plant and well source capability. Id., ] 1-2 &

Exhibit D.

539257.04/0196941 8
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32. The ICFAs require a tie-in arrangement compelling the landowners to enter
into main extension agreements with SCWC and PVUC, to grant SCWC and PVUC various
easements, and to eventually grant SCWC any and all water rights and wells on the affected
properties. Id., 9 3. Such tie-in arrangements have been entered into without regard for the
larger public interests such as the ultimate water utility customers, and in complete
derogation of Arizona Water Company’s rights as the existing, “first in the field” utility
provider, and in furtherance of an unlawful scheme that is inimical to the provision of utility
services under longstanding Commission practice and policy, and Arizona law.

33.  The ICFAs also require the landowner “or its assigns in title and/or successors
in title” to pay GWR LLC a fee of $3,300 or more per defined “equivalent dwelling unit,”
adjusted upward over time based on the consumer price index. Id., § 4. Such charges by
GWR LLC stand completely unregulated by this Commission.

34. The ICFAs further require that they shall be recorded with the Pinal County

Recorder. Thus, the ICFAs impose an unreasonable burden on the land and bind future

landowners, and further frustrate and interfere with the Commission’s authority to oversee
and regulate the provision of public utility service to the ultimate customers.

35.  GWR has entered into and recorded ICFAs with numerous landowners in
Pinal County, and, on information and belief, has executed even more that have not yet been
recorded, including numerous ICFAs within and in the immediate vicinity of Arizona Water
Company’s existing CCN areas.

36. The ICFAs provide in effect that GWR LLC will act as a utility by
“coordinating” and “facilitating” utility services by its subsidiaries, “causing” certain of its
agents, including the Global Entities, to provide utility services, prepare master plans, build
utility plant and extend water mains.

37. No Arizona law or statute, and no Commission decision or order, rule or

regulation, allows GWR LLC, GWR Inc. or GWM, which are attempting to act outside of

539257.04/0196941 9
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the jurisdiction, oversight or approval of the Commission, to charge, demand or collect a fee
for “coordinating” or “facilitating” the provision of such utility services.

38. The Commission has expressly denied requests by SCWC and PVUC to
charge similar up-front fees to developers and landowners. See Decision No. 61943
(September 17, 1999), attached as Exhibit 2 and incorporated by this reference.

39. The Global Entities are using the ICFAs to circumvent those Commission
denials and evade the Commission’s oversight and jurisdiction by collecting fees in
exchange for “facilitating” utility services by subsidiaries in direct violation of Commission
orders and in violation of Article 15, Section 3 of the Arizona Constitution and A.R.S. § 40-
202. Upon information and belief, GWR LLC may be mischaracterizing such unregulated
payments by landowners as “paid in capital” to its regulated entities in order to evade
Commission policy, where such payments should be properly treated as advances or
contributions in aid of construction for ratemaking purposes, if the utilities had been
authorized to collect such fees, which they have not.

40. GWR LLC has also entered into “Memoranda of Understanding” (“MOUs”)
with various municipalities, including the City of Casa Grande. See Exhibit 3, incorporated
by this reference.

41. The Global Entities benignly characterize the MOUs as a beneficial “public-
private partnership” that will “harmonize rates” and provide “innovative revenue streams”
to the municipalities. In fact, the MOUs provide that in exchange for payments from GWR
LLC (but purportedly passed through to its future customers via rates charged by SCWC
and PVUC) as well as a flat fee for each residential home connected “to Global’s water and
wastewater system within the jurisdictions of the City” (although Global is not a regulated
public service corporation and has no such systems, or authority to collect such fees), the
City of Casa Grande shall cooperate in seeking Commission “approval of SCW[C] and
PVUI[CY’s proposed expansion of the CC&N over Global’s Planning Area.” See MOU,
paragraph 17(a).

539257.04/0196941 10
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42.  The MOUs, which upon information and belief were never presented to the
Commission or Staff for review or approval, promote a scheme for the payment of a bounty
to be reimbursed by future ratepayers in order to curry financial favor with the
municipalities in the Global Entities’ desired expansion area. Despite their recitals, the
MOUs subvert the public interest and constitute a concerted scheme by the Global Entities
to avoid compliance with Arizona law and policy and to evade Commission jurisdiction,
authority and oversight in an area that Arizona Water Company is already ready, willing and
able, and legally entitled, to serve. Unlike the Global Entities, Arizona Water Company
already has a long-term relationship with Casa Grande and Pinal County and has been
engaged in a “public-private partnership” for over fifty years, all while conducting its
operations under Commission authority and respecting the Commission’s role in regulating
and overseeing the provision of utility services in the public interest.

COUNT ONE

ILLEGALLY CONDUCTING BUSINESS AS A PUBLIC SERVICE
CORPORATION

43.  Arizona Water Company realleges and incorporates by reference the
allegations in the foregoing paragraphs.

44.  Article 15, Section 2 of the Arizona Constitution provides that “All
corporations other than municipal engaged in furnishing . . . water for irrigation, fire
protection, or for other public purposes . . . or engaged in collecting, transporting, treating,
purifying or disposing of sewage through a system, for profit . . . shall be deemed public
service corporations.”

45.  Pursuant to Article 15, Section 3 of the Arizona Constitution and Arizona law,
AR.S. §§ 40-202 et seq., the Commission has exclusive authority and jurisdiction to
regulate public service corporations in the State, prescribe just and reasonable rates and
charges, and otherwise oversee the conduct, contracts, accounts and rules of public utilities

in the State.

539257.04/0196941 11
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46.  Because of their conduct, including the coordination, facilitation and provision
of utility services by their regulated subsidiaries, GWR LLC, GWR Inc. and GWM have
acted as public service corporations without the lawful authority to do so, and should be
subjected to the jurisdiction, regulation and oversight of the Commission.

47. However, by means of their manipulation of the regulated subsidiaries, and by
purporting to act on their behalf, GWR LLC, GWR Inc. and GWM have sought to avoid and
escape Commission regulation and oversight and to implement practices, charges and fees
that the Commission has expressly forbidden.

48.  The conduct alleged above constitutes an egregious subversion of the Arizona
Constitution and laws relating to public utility service corporations by the Global Entities,
including, without limitation, Article 15 of the Arizona Constitution and A.R.S. § 40-202.

49. The Commission should order GWR LLC, GWR Inc. and GWM, and other
Respondents to the extent discovery reveals an intention by them to use the interlocking web
of the Global Entities in order to operate in a manner outside the jurisdiction of the
Commission, to appear and show cause why they should not be declared to be the alter egos
of the regulated public service utility corporations and be ordered to submit to the
Commission’s jurisdiction, and cease and desist from these unlawful practices, charges and
fees.

COUNT TWO
ILLEGAL FINANCING ARRANGEMENTS AND FEE DEMANDS

50. Arizona Water Company realleges and incorporates by reference the
aliegations in the foregoing paragraphs.

51. Pursuant to Article 15, section 3 of the Arizona Constitution and Arizona law,
including Arizona statutes codified in Title 40, Arizona Revised Statutes, the Commission
has authority and jurisdiction to prescribe all rates and charges made by public service

corporations within the State for the provision of utility services, and to determine whether

539257.04/0196941
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the manner and method of operation employed by any public service corporation are unjust,
unreasonable or improper.

52.  Thus, the Commission has previously prescribed and regulated the rates
charged by GWR LLC’s and GWR Inc.’s agents and alter egos, such as SCWC and PVUC.

53. By means of the ICFAs, MOUs, and other actions, GWR LLC, GWR Inc. and
GWM, and the entities they control, have sought to avoid the regulation of the Commission
and assess charges and fees for utility services that were never approved and for the most
part were expressly rejected by the Commission.

54.  The effect of the ICFAs is to allow GWR LLC to charge hookup fees for the
provision of utility services which the Commission has expressly refused to allow SCWC
and PVUC to charge, thereby unlawfully circumventing the Commission’s jurisdiction and
authority.

55.  The effect of the MOU is to allow GWR LLC to collect fees from future
customers in order to provide a financial incentive to neighboring municipalities to support
the Global Entities’ efforts to expand their CCNs, in complete disregard for the public
interest.

56. Because of the misconduct described above, the Commission should order
GWR LLC, and other Global Entities that are involved in the ICFAs or MOUs, to appear
and show cause why the fees assessed by GWR and payments made by GWR pursuant to
those agreements are not improper, unauthorized and therefore unlawful service fees and
payments that must first be prescribed and regulated by the Commission, and to direct the
manner and method of accounting for such fees and payments consistent with Commission
policy, including but not limited to providing for a refund of such unlawfully collected fees

and charges.

539257.04/0196941
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COUNT THREE

ILLEGAL INFRINGEMENT ON ARIZONA WATER COMPANY’S CCN AND
INTERFERENCE WITH ITS CUSTOMERS

57. Arizona Water Company realleges and incorporates by reference the
allegations in the foregoing paragraphs.

58. Pursuant to numerous Commission decisions and orders, Arizona Water
Company operates a number of water utility systems in Pinal County, in particular the
Stanfield and Casa Grande systems, which are identified and protected from invasion,
bypass and unlawful competition under the terms and conditions of CCNs issued by the
Commission in accordance with Arizona law.

59.  The area covered by the Stanfield CCN issued by the Commission is described
in the legal description attached as Exhibit 4, which is incorporated by this reference.

60. Upon information and belief, GWR LLC, GWR Inc. and the other Global
Entities have illegally and improperly solicited water utility service customers within
Arizona Water Company’s Stanfield and Casa Grande CCN areas.

61. Because of their illegal and improper conduct, the Global Entities should be
ordered to appear before this Commission and show cause why the Commission should not
issue an injunction prohibiting them, and their officers, agents and consultants and others
within their control, from soliciting Arizona Water Company’s customers and infringing on
Arizona Water Company’s rights under its CCNs.

62.  Further, the Global Entities should be ordered to appear before this
Commission and show cause why the Commission should not issue an injunction
prohibiting them, and their officers, agents and consultants and others within their control,
from soliciting Arizona Water Company’s future customers and prospective business
relationships in areas contiguous to Arizona Water Company’s CCNs in Pinal County that
are within Arizona Water Company’s master planning area and for which the public interest

compels that Arizona Water Company be the certificated water utility.

539257.04/0196941 14
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WHEREFORE, Arizona Water Company requests that this Commission:

A.  Direct the appropriate Global Entities and any other Respondents as discovery
may reveal to appear and show cause why they, by acting as the alter egos of public service
corporations, should not themselves be declared to be acting as public service corporations
pursuant to Article 15, Section 2 of the Arizona Constitution and be subjected to the
jurisdiction and regulation of the Commission, and why an injunction or cease and desist
order should not issue directing such entities and their officers, agents and consultants and
others within their control to cease acting as public service corporations unless and until
they subject themselves to the jurisdiction and regulation of the Commission;

B.  Direct the appropriate Global Entities and any other Respondents as discovery
may reveal to appear and show cause why they should not be ordered to cease and desist
imposing and collecting the charges and fees assessed under kthe ICFAs and MOUs, which
constitute illegal and improper utility service charges which have not been approved by the
Commission, and why an injunction or cease and désist order should not issue directing
such parties and their officers, agents and consultants and others within their control to
cease contacting landowners and prospective customers, entering into negotiations and
assessing or paying fees and charges under such agreements that are not approved by the
Commission;

C.  Direct the Global Entities and any other Respondents as discovery may reveal,
and their officers, agents and consultants and others within their control, to appear and show
cause why they should not be declared to be in violation of Arizona law for their unlawful
actions as alleged above, and permanently enjoined from illegally and improperly soliciting
Arizona Water Company’s customers and infringing on Arizona Water Company’s CCN
rights;

D.  Direct the Global Entities and any other Respondents as discovery may reveal,
and their officers, agents and consultants and others within their control, to appear and show

cause why the ICFAs should not be deemed unlawful and declared void, with all fees and

539257.04/0196941 15
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charges collected to be refunded forthwith to the respective landowners, with interest and
upon other appropriate terms, and that they take steps to release and reconvey any recorded
interests arising out of the ICFAs so as to restore clear title to the affected properties;

E. Pursuant to A.R.S. § 40-246(C), set the time and place for a hearing upon this
Formal Complaint; and

F. Providing for such other relief as the Commission deems just and reasonable.

DATED thisZ%#day of March, 2006.

ARIZONA WATER COMPANY

By  Robert W. Geake, Esq.
Vice President and General Counsel
3805 N. Black Canyon Highway
Phoenix, AZ 85015

and

BRYAN CAVE LLP

N NS

Steven A. les 7 #006360

Rodney W. Ott, #016686

Two N. Central Avenue, Suite 2200
Phoenix, AZ 85004-4406

Attorneys for Arizona Water Company

539257.04/0196941 16
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THIS INFRASTRUCTURE COGRDINATI NANCE AGREEMENT
(this “Agreement”) is entered into as afcH 3005 between Global Water Resources,
LLC, an Arizona limited liability company(*€QordinatorX) and HAM-Mesa, L.L.C,, an Arizona
limited liability company (“La '
A Coordinator is usiness of, among other things, providing services

natural gas, electricity, cé Mevision, Internet, intranet, and telecommunications; (ii) providing
| construction Yervicesfor\water andwastewater treatment facilities, and (iii) providing financing
| for the provision ‘n

e in advance of and with no guarantee of customer connections.

C.  SCW and PVU are Arizona public service corporations. SCW and PVU have
been issued certificates of convenience and necessity (*CC&N™) by the Arizona Corporation
Commission (“ACC”) to provide water and waste water services (collectively the “Utility
Services™), respectively in designated geographic areas within the State of Arizona. :




'D.  Landowner is in the process of entitling and/or developing certain roal propesty,
m\more fully described on Exhibit A heveto (the “Land”) and, in connection therewith, desires (i)
10 Sygage Coordinator to provide various services including but no)
coordidgting for the Landowner the provision of Utility Services by SCY
to the Laad, and (ii) work with SCW and PVU (o include the Land as g
area expansiyn for SCW and PVU, on the terms and conditions hersinaft

may entitle af wnthelmdinmu!ﬂpkphmmendﬁufa 3t
Coordinator, hasreqmudwmrandwa@m
- regpectively; and \SCW and PVU have agreed to p

Coordinator shall u od faith efforts to provide “will s
Lmdomnndﬁlefor g Appmvdvmhln!lda

Y ' ' '
R ".’ e ;

E.  The parties ke wledge
until such time as the appropriige

) af\ept and utilize reclaimed water for purposes of

3 acknowledg? .tMAmemthnﬂmcingmd
mefmconwmpmedin letter represent an approximation of
0 th interest and capitalized {fMgrest associated with the financing
he Donef oftheLandownerunﬂlmh’ ¢ the rates associated from the
‘ the areas to be served ss contemnplaity w_mwm
tvenug to-€arry the on going carrying costs for this infrfigructure. Nothing in this
Agréement should-bé construed as a payment of principal, a contribdgion or advance to the
uﬁliﬁumdwillbeunorepuymentofmyldndormimhaﬁm ‘

H.  The parties recognize, acknowledge and agree that this Agreemedy is contingent
o0 & 30 scre wastewater treatment site located in the North East comer of Séhgor 17 of
Township $ South, Range 3 East being held in trust within 120 days of the executiOhof this

Apmmmcmmnmwmwpwmmwmumum -




D. Landowner is in the process of entitling certain real property, as more fully
described on Exhibit A hereto (the “Land”) and, in connection therewith, desires (i) to engage
Coordinator to provide various services including but not limited to arranging and coordinating
for the Landowner the provision of Utility Services by SCW and PVU with respect to the Land,
and (ii) work with SCW and PVU to include the Land as part of a CC&N service area expansion
for SCW and PVU, on the terms and conditions hereinafter set forth, wner may entitle and
sell the land in multiple phases to entities for future development.

faith efforts to provide “will serve” letters from SC\Qnd PW
CC&N Approval within 21 days of execution of this Agree

E. The parties acknowledge that the ex on of N may not be finalized
until such time as the appropriate Arizona Departmeft of Water Resources (“ADWR”), Arizona
Department of Environmental Quality Arizona Association of

F. The parties acknowledge a_requirement of this Agreement for the
Coordinator to facilitate an agreenfent andowner and PVU for PVU to provide
reclaimed water and for the Lané pt and utilize reclaimed water for purposes of
irrigation for the peak and off pes

H.  The parties recognize, acknowledge and agree that this Agreement is contingent
on a 30 acre wastewater treatment site located in the North East comer of Section 17 of
Township § South, Range 3 East being held in trust within 120 days of the execution of this
Agreement with specific instruction to deeded to PVU immediately following the CC&N
approval for the provision of water reclamation facilities and infrastructure.




AGREEMENT

NOW THEREFORE, for good and valuable consideration, the recenpt and sufﬁctency
of which are hereby acknowledged, the partm hereto agree as follows:

1. Q.UJRL@M.@QMQ!MM Upon execution of this Agre Bmen Coordmator shall

SCW and PVU to include the Land. Coordinator shall
and PVU to provide water souce and storage as well as wasté

to coordinate and provide access to
ese utility agreements may include

shall not be obligated to enter into any agreements with
assigns, or their respective subsidiaries or affiliates to accept any

SCW and PVU to provide the services more fully described on Exhibit D hereto, subject to
obtaining the applicable regulatory approvals. Landowner or any successor to Landowner
desiring the delivery of Utility Services to any portion of the Land must enter into separate Water
Facilities Extension and Wastewater Facilities Extension Agreements (the “Extension
Agreements™) with SCW and PVU, respectively, at the time any portion of the Land has received
final plat approval from Pinal County and the approved plat has been recorded (“Plat




Approval”). The Extension Agreements shall be in the forms attached hereto as Exhibits E and
F.

3. Obligations of Landowner. Landowner agrees to cooperate with Coordinator as
reasonably requested by Coordinator and agrees to provide all inforpiation and documentation
igations under this

Agreement, In addition, Landowner agrees to grant to SCW and/ot PVU, as the tase may be, all

operat:on, maintenance and repair of the Utility Services provided, obar, the Coordmator ;
shall cause SCW and PVU to obtain Landowner’s prior foY? Beation of such

easements and rights of way, which approval shall not asonably withheld. Such
‘easements and rights of way shall be of adequate size, locafi guration so as to allow
SCW and PVU ready and all weather access to all fagilities & enance and repairs and
other activities reasonably necessary to p ater and wastewater Utility
Services. In addition, as and when La her i ger Utitizing any portion of the Land for

- farming actwmes requiring use of irying ster and ‘one or more Water Facilities Extension -

” Agreement has been entered into 2500t ; andowner shall thereafter provide

and transfer to SCW any and all wate
signing of this Agreement, including, but i<
rights and /or Type I rights wi ithnot>relate to the Land and which Coordinator

determines, in its sole discretid s
utilizing any portion of the Lan g/activities requiring use of irrigation water and one
or more Water Faciliti ent has been entered into with respect to the Land

* Landowner shall therepfier transferand convey to SCW at no cost to SCW (or Coordinator) any

wells on thels at SCW, in its'sele discretion, deems useful for SCW, whether operational,
abandoned, agricultural or otherwise. In addition, if SCW identifies well sites on the Land that
SCW, in its sole discretion, deems useful for SCW, Landowner shall cause such well sites to be
iden \oroval and dedicated to SCW in fee, free of all liens, claims and
encum d or nature whatsoever; provided that the well site location is not

located within_afeas idéntified in the current or any approved preliminary plans as areas to be

used for entrances, entry monumentation or public roadways. Any well sites not transferred to
SCW are to be decommissioned at the Landowner’s expense. Both parties acknowledge that
until effluent is available for the Land, groundwater from wells on the Land will be utilized. The
Coordinator will use its reasonable efforts to obtain an Interim Use Permit with ADWR on
behalf of the Landowner or the Landowners homeowner association to allow the use of
~ groundwater until effluent is available. Specific identifiable costs associated with completing the




~ Factor, which is defined as the Congum

- Agreement, such other gove

© is due and’e

Interim Use Permit will be reimbursed by Landowner to Coordinator subject to written
documentation of such costs. Such costs may include engineering plans prepared by
Landowner’s engineering firm for the benefit of ADWR subject to Landowner’s prior written
notice. As necessary and in SCW sole discretion, Landowner will provide for the deeding of up
to two (2) acres of land designated on Landowner's plat as open space per 640 acres of land, free

4. Payment Obligations. Landowner, or its @gns in\itle/s spccessors in title,
shall pay Coordinator an interest and financing fee as fbll and figs ensation to the
Coordinator in consideration for its services and perfopaamnce ovenants and agreements
contained in the Agreement, the sum of $3,300.00 pe ag unit (“EDY”) in the

Land (the “Landowner Payment.™). Tthomo yntlowner Payment not paid
concurrently with the execution of this Agtee sted upward based on a CPI

utilized, and modified as neces
if the Index had not been so d
was due in February 2007, the

safy, to ob
scoptinued

DY had been paid and the most current available Index

\ 5 x 187.3/182.5 x 1.02 = $3,428. For the purposes of this
‘ w:thm the Land shall be calculated as follows: (i) each single
acluded. in the Plat Approval shall constitute one (1) EDU and (ii) each
or industrial property included in the Plat Approval shall constitute

1g-pugstant to clause (ii) above prior to the Plat Approval, Coordinator shall
reasonably calculate the Landowner Payment and Landowner shall make an initial payment

‘based upon Coordinator's reasonable calculation. Following each Plat Approval, Landowner

(and any successor or assign in title to any interest in the Property) and Coordinator shall
reconcile the amount paid pursuant to the preceding sentence with the actual Landowner
Payment due and Landowner, and/or any successor or assign in title to 'any interest in the
Property, as applicable, shall pay to Coordinator or Coordinator shall pay to Landowner and/or




any successor or assign in title to any interést in the Property, as applicable, as the case may be,
the amount necessary to reconcile such payment.

The following describes the timing of payments for Zoned residential lots based on the base year
price of $3,300 per lot. Any additional amounts due for the CPI Fe ig paid as cach phase is

final platted.
» Of this amount, $25 per EDU for all property within the Land is payable upon signing
of the Infrastructure Coordination Agreement. If any ’ He aixd has not
al ¢ trial zoning

received Pinal County approved residential, comme
(“Zoned™), the Landowner may enter into thi By

fee until such time as such portion of the Land

approves the Re-Zoning Application, then ths

other portion of the $3,300 fee is due if i

_ Agreement, Q

®  $500 per EDU for all platted/and

(1(_5) days of when sewer lineg have

of the Zoned but not platted residential EDUs to be final platted in the
per residential EDU is payable at final plat recordation. The

residential EDUs at final plat recordation against Zoned but not platted residential
EDUs estimated at the time of signing this Agreement. Either the Coordinator will

\
|
; pay the Landowner or the Landowner will pay the Coordinator that difference
contemporaneous with the final payment as triggered by the last final platted parcel(s)
to record within the Land. In the event that some portion of the Land is sold and
transferred to an unaffiliated third party before this payment is due then the payment




amount will be held in an escrow until the Coordinator satisfies its obligation under
the terms of this Agreement. Other than the initial $25 payment, no portion of the
Landowner Payment shall be due for any portion of the Land that is not Zoned for
single family residential use until such portion of the Land is subjected to a final site
plan approved by Pinal County. Coordinator specifically tands and agrees that
Landowner has no obligation o record final platting under ement and such
decision is left to Landowners’ sole discretion. -‘ |

e An example of how this would calculate for a sqct
CC&N with nothing other than 2,100 Zo
phases of 700 EDUs each:

o $25 times 2,100 EDUs or $52,500 igd
Coordination Agreement;
o $500 times 2,100 EDUX

ned residential EDU’s in the phase
s) or $1,942,500, plus $250 times

o $2,775 times 700 EE
of the Land in

a decision 4 n the ACC whichever is the later;
then, $2,525 is payable as and when the remaining single family lots
are crgated v

the $3,300 pe pr price at 4.8 EDUs per acre. Amounts due for the CP] Factor for
each EDU is paid as.Jand is subjécted to a final approved site plan.

Of this amownt, $25 per EDU for all Zoned commercial or industrial acres is payable

wing $3,275 per EDU is payable when the County approves the
“Commercial or Industrial Site Plan”,

e An example of how this would calculate for a commercial or industrial section of
land with 30 acres in size would be as follows:
o $25 x 30 acres x 4.8 EDU/acre or $3,600 is due upon signing of this
Agreement; : ; ’ ’
o $3,275 plus the CPI Factor x 30 acres 4.8 EDU/acre or $471,600 is due and




. ("Company"), : ) , an‘

This Agreement is made this day of

between PALO VERDE UTILITIES COMPANY, L.L.C

AL Developer desires that sew@% ed to and for its real estate
development Jocated in Parcel consnstmg of (single family,

multi-family or commercial) lots, in Rin Mﬂ: the general vicinity of the City of

Developer is willing to construct and install facilities within the
Development necessary to extend sewer utility service to and within the Development which
facilities shall connect to the Company’s system as generally shown on the map attached hereto

as Exhibit “B.”" Company is willing to provide sewer utility service to the Development in




payable when the County approves the Commercial or Industrial Site Plan. If
the Commercial or Industrial Site Plan approval only relates to 15 of the 30
acres, $3,275 plus the CPI Factor x 15 acres 4.8 EDU/acre or $235,800 is due
and payable when the County approves the Commercial or Industrial Site Plan
for the 15 acres, The balance of the $3,275 plus ¢he CPI Factor due for the
remaining acreage is due as the County approves the ercial or Industrial
Site Plan, ‘ ‘

The parties acknowledge that additional fees will be billed to the
user based upon the ultimate use of the land and fixtures

Fees payable to SCW and PVU, and reimbursement
Landowner with respect to the obtaining of Utility

nér shall be deemed to be in material default under this Agreement
(10) days, as to monetary defaults, and thirty (30) days, as to non-
ing receipt of written notice from Coordinator specifying the

(ten (10) days or thirty (30) days, as the case may be), such default has been cured. A default by
Landowner under this Agreement shall constitute a default by Landowner under the Extension
Agreements and a default by Landowner under the Extension Agreement(s) shall constitute a
default under this Agreement, :

()  In the event Landowner is in default under this Agree:ﬁent, the provisions



- manner prescribed by law for the foreclosure of realty

| (b) above, amounts owed but not ps

hereof may be enforced by any remedy permitted by law for specific performance, injunction, or
other equitable remedies in addition to any other remedy available at law or in eqhity In this
regard, in the event Landowner fails to pay any amount as and when due (including the
Landowner Payment), which failure is not cured within ten (10) days after notice thereof in
accordance with the provisions of Section 6(a) above, such delinquent ginqunts shall bear interest
at the rate of fifteen percent (15%) per annum from the due date until n addition, to the
extent such sums remain unpaid following such ten (10) day period, Coo. may claim a
contractual lien for such sum, together with interest thereon as sey/forth
foreclosed against only that portion of the Land owned by the

'land area sold and each landowner shall be solely (and ne

with respect to the land areas that it owns and shall g

in the last sentence of the subsection
er shall be a lien against the Land
pon which an executed copy of this

(c)  Subject to the Jimi

to the date when the Preliminary Notice of Contractual Lien and executed copy of the Agreement
were recorded, as set forth in paragraph (c) above, Coordinator shall give written notice of any -
such lien. The Notice and Claim of Contractual Lien shall include the following:

(i)  The name of the lien claimant,




(i) The name of the party or then owner of the property or interest
against which the lien is claimed. ' v

(iii) A description of the property against which the lien is claimed.

(iv)

\

fecordation, a copy

shall be given to the pefyon dg property the lien is
claimed in - ed Junder Section 15 of this

(vi)

“by an action to foreclose a
der the applicable provisions of the

(e Ve ts either (a) a bond executed by a fiscally sound
corporate surety licensed to do Bysin 3tate of Arizona, or (b) an irrevocable letter of
credit from a reputable finangie dn\licensed to do business in the State of Arizona
reasonably acceptable to Coording bond or letter of credit (i) names Coordinator as the

principal or payee and is in-form.g to Coordinator, (ii) is in the amount of one and one-

half (1-Y2) times the elpim of lien, & ;
Coordinatoin the event 0fa final judgment entered by a court of competent jurisdiction in favor
of Coordinator, themCoortlinater shall record a release of the lien or take such action as may be

reasonably required by a\title thsurance company requested to furnish a policy of title insurance

on
letter of tred ey of same to Coordinator. All costs and expenses to obtain the bond or
letter of credityand allCosts and expenses incurred by Coordinator, shall be bome by Landowner,

unless Landowner is the prevailing party in any litigation challenging the claimed lien.

7. Non Issuance of CC&N Expansion. In the event that Coordinator, SCW and
PVU are unable to obtain all of the necessary approvals from the ACC and ADEQ within

eighteen (18) months of the execution of this Agreement or if such approvals are reversed or




ultimately invalidated on appeal, which would allow for the Land to be included in the CC&N
‘expansions of SCW and PVU, then the Landowner or Coordinator at either party’s option may
terminate this Agreement without recourse to either party. Should either party elect to terminate
this Agreement under this condition, any funds (other then the intial $25 per EDU payment) paid
by the Landowner to the Coordinator for purposes of progressingthe construction of any
necessary infrastructure (the $500 per EDU payment described in Section™4_above) would be

this Agreement are expressly non-refundable.
Coordinator shall remove or cause to be removed any
~ County and waive any lien rights it may have under this Agr

- expenses (including reasonable attomey’s
dispute. ' The parties’ obligations ungdes
Agreement.

isdisti his Agreement shall be governed by and
4 cof Anzona, notwithstanding any Arizona or

aty. The parties consent to jurisdiction for purposes

d agree that Maricopa County, Arizona, shall be

ariguage in all parts of this Agreement shall in all cases, be
g to its fair meaning and not strictly for nor against any party. The
comént are for convenience only and are not to be construed as a part
gree that each party has reviewed this Agreement and has had the

sel review the same and that any rule of construction to the effect that
ésolved against the drafting party shall not apply in the interpretation of

this Agrecment or any amendments or any exhibits thereto. Except where specifically provided
to the contrary, when used in this Agreement, the term “including” shall mean without limitation
by reason of enumeration. All pronouns and any variations thereof shall be deemed to refer to
masculine, feminine or neuter, singular or plural, as the identity of ‘the person(s) or entity(ies)
may require. |




11.  Counterparts. This Agreement shall be effective upon execution by all parties
hereto and may be executed in any number of counterparts with the same effect as if all of the
parties had signed the same document. All counterparts shall be construed together and shall

constitute one agreement.

12.  Entire Agreement. This Agreement constitutes the egrated agn'eement
among the parties pertaining to the subject matter hereof, and sup Il prior and
contemporaneous agreements, representations, and undertakings of ik i
such subject matter. This Agreement may not be amended excépt | ten instrument
executed by all parties hereto. - /

13,

ement is intended to be severable If
alid\for any.reason whatsoever, such illegality or
emnainder of this Agreement.

14. mgmmy- Everyp

safne is directed or sent by registered or certified mail, return
o the addresses set forth on the signature page hereto. Any such

stsonally, or three business days after the time when the same was
deposited iing ¥ maintained receptacle for the deposit of United States mail, if sent by

actual receipt; provided that notwithstanding the foregoing, notice of any chAnge of address shall
be effective only upon actual receipt of such notice.

17. Binding Effect; Partial Releases. This Agreement shall be binding upon and inufe
to the benefit of the successors and assigns of the respective parties. This Agreement constitutes
a covenant running with the land, shall be binding upon the Land for the benefit of Coordinator,




its successors and assigns and any person acquiring any portion of the Land, upon acquisition
thereof, shall be deemed to have assumed the obligations of Landowner arising from this
Agreemeht with respect only to that portion of the Land acquired without the necessity for the
execution of any separate instrument. If phases and/or parcels within the Land are sold
individually, Coordinator will ensure that at such time as the LandownerPayment has been paid

full,




IN WITNESS WHEREOF, the parties have entered into this Agrcement as of the date
first above written,

COORDINATOR:
Global Water Resources, LLC
a Delaware Limited Liability Company

o (ondeg 1Ll o
Cindy M. Yiles
Vice-President

LANDOWNER:
HAM-Mess, L.L.C.
* an Arizona limited liability compan




STATE OF ARIZONA )

‘ ) ss.
* County of Maricopa
on__51% 05 , before me, O LAANA ,
a Notary Public in and for said state, personally appeared Cindy M. Liles,‘persqnally known to me (or
proved to me on the basis of satisfactory evidence) to be the persons whose names™age subscribed to the

within instrument and acknowledged to me that they executed the same in their authoriZed capacities, and
that by their signatures on the instrument, the persons, or the entity upon behalf of which the persons
acted, executed the instrument.

WITNESS my hand and official seal. .

My Commission Expires:

41309

STATE OF ARIZONA

County of Maricopa

tatq ¢, personally appeared

on the basis of satisfactory evidence) to be the persons whose
> Strdment and acknowledged to me that they executed the same in
and\that by their signatures on the instrument, the persons, or the entity upon

a Notary Public in s
personally known to me
their authonz |
behalf of which

Notary Public in and for said State

My Commission Expires:
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- EXHIBIT "A"

NO, 242-000-90720

The South half of Section 29, Township 5§ South, Range 3 Bast of the Gila and Salt River Base
and Meridian, Pinal County, Arizona; - , ,

EXCEPTING THEREFROM the following described Parcel:

Beginning attheWestquutercouﬁfofnidSecﬁon?.Q. being marked-b
with atuminum ¢ap; ~ _

Thence North 87 degrees 22 minutes 32 seconds East,
said Section 29, a distance of 5305.36 feet to the East
.marked by a 1 inch plastic cap;

Thence South 01 degrees 08 minutes 33 seconds Wes
29, a distance of 323.03 fest to a point from whi
being marked by a half inch iron bar, beass South §
- 2682.59 feet distant therefrom;

" Thence North 89 degrees 45 minuw tance of 5294.37 feet to a point on
‘the Westerly line of said Section 29, west corner of said Section 29,
being marked by a one and one i ’ South 00 degrees 57 minutes 26
seconds West, 2700.17 feet distant ,
Thence North 00 degrees 57 miy st .long said Westerly line of Section 29,
a distance of 58,11 feet to the
AND EXCEPT;
Commencing at the Sofhwest vorter-of 84id Section 29, being marked by a 1 1/2 inch iron bar;

seconds Bast, alcng the Westerly line of sald Section 29,
£ POINT OF BEGGINNING:

osmmumsomsmazo.oom; ‘
sgfend 57 minutes 26 seconds West, 376.50 fect;

Thence North 89 degrees 57 minutes 16 seconds Wes:, 320.00 feet to the TRUE POINT OF
BEGINNING, |
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EXHIBIT AN

LEGAL DESCRIPTION
PARCEL 1:

The North half of Section 29, Township 5 South, Range 3 East, Gila
and Salt River Base and Meridian, Pinal County, Arizona, together
with the following described Parcel: .

BEGINNING at the West rtexr corner of maid Sectic:
marked by a half inch ixyon bar with aluminum cap;

THENCE North 87 degrees 22 minutes 32 seconds Baf
Fapt-West Mid-Section line of said Sectiyn 29, 4
5305.36 feet to the East quarter corner »f sald
maxrked by a 1 inch plastic cap;

THENCE South 01 degrees 08 minutes 33 saxon
Easterly line of said Section 29, a distunce
point from which the Southeast corner of gajd
marked & half inch iron bar, bears 86

33 seconds Vest, 2682.59 feet distant thi

THENCE North 89 degrees 45 minut
$294.37 feet to a goinc on the' ¥
fxom which point the Southwe

marked by a one and one hal
57 minutes 26 gseconds Weast

THENCE North 00 degrees 57
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EXHIBIT C

RK NO

PVU will have extended sewer lines within two miles of the developm

planned sufficient
capacity to serve the Land to meet its intended use. -




Expand the existing CC&N water service area to include the
Prepare a master water plan with respect to the Land

Confirm and or develop sufficient water plant and wel
Extend a water distribution main line to the De

Provide will-serve letters to applicable goverhme:
plat approvals with a schedule of commitment dates

Provide expedited final subdivisi
coordination with the Arizong’BD¥;
- to Construct

_Obtain/Develop facilities™s

! of Quality Plan as necessaty.
{14 erve letters to apphcable governmental agencles necessary for final

dinafion with the Arizona Department of _Environmental Quality for Approvals
to Construct
Obtain/Develop facilities extension agreement for construction of infrastructure
within the Land (subject to reimbursement)




This Agreement is made this day of
SANTA CRUZ WATER COMPANY, L.L.C. an

("Company"), and , an
RESTALS

A.  Developer desires that w tili ed to and foriits real estate

onsisting of (single_ family,

Maricopa, Arizona (the "Development® ogal description for the Development is attached
hereto as Exhibit "A" and incq -- |
Within Company’s Certificate of Convenience
B. blic service corporation as defined in Article XV, Section

construct and install facilities within the Development necessary to extend water utility service to

and within the Development, which facilities shall connect to the Company’s system as generally

shown on the map attached hereto as Exhibit “B.” Company is willing to pfovide water utility




‘servivce to the Development in accordance with relevant law, including the rules and regulations

of the Commission on the condition that Developer fully and timely perform the obligations and

 satisfy the conditions and requirements set forth below.

' COVENANTS AND AGREEMENTS:

agreements, and other good and valuable consideration, the receipt gng
hereby acknowledged, the parties heréby agree as follows:Q
1. Construction of Facilities. Developer

ap ttached hereto as Exhibit “B,” and shall be

int in a manner which allows the provision of safe

inspection of finalegn3truction), Developer shall be responsible for all construction activities
es, and Developer shall be liable for and pay when due all costs,
rilities associated with the construction and installation of the Facilities.

2, wmm The Facilities shall meet

and comply with Companys standards and specifications, and all engineering plans and

expenses, claix

specifications for the Facilities shall be approved by Company and its engineers (“Company’s




Engineer”), pﬁor to the commencement'of construction, Company and Company’s Engineer
shall review the plans and specifications and shall provide any requifements or comments as

soon as practicable. Developer shall require that its contractor be bound by and conform to the

¢ construction and

plans and specifications for the Facilities as finally approved by Comp

have the right to

during the course of

velope
any 1E3¢]

unreasonably withhold or delay acceptance of the Facilities.

4, Transfer of Ownership. Upon completion and approval of the as-built

Facilities by Company and any other governmental authority whose approval is required,.




P

liens and engumbfances, and unless

Devéloper shall transfer all right, title and interest in the Facilities to Company via a bill of sale
in a form satisfactory to Company, Thereafter, Company shall be the sole owner of the Facilities
and be responsible for their operation, maintenance and repair. Company's ownership and

responsibility shall include all distribution mains and/or related

provide evidence in the form of ki

reproducible 8y awings. “Developer shall also provide an accounting of the cost of

acilities, which amount shall be refundable in accordance with

paragraph 8, below. Company shall have no obligation to furnish service to the Development or
to accept the Facilities until Devéloper has complied with this paragraph.

6. Easements. Developer shall be responsible for obtaining all necessary

easements and rights-of-way for the construction and installation, and subsequent operation,

maintenance and repair of the Facilities. Such easements and rights-of-way shall be of adequate




*s

size, location, and conﬁgurétion 50 as to.allow Company ready access to the Facilities for
maintenance and repairs and other activities necessary to provide safe and reliable water utility
service. Such easements and rights-of-way shall be provided to Company by Developer at the.

same time as Developer transfers ownership of the Facilities pursuant

and costs that are incurred by Compan

approving the plans and specifications o be constructed by Developer, for

her supervisory activities undertaken by

amount equal to seven percent (7%} of the gross annual revenues received by Company from the

provision of water utility service to each bona fide customer within the Development. Such

refunds shall be paid by Company on or before the first day of August, commencing in the fourth




cale:hdar year following the calendar year in which title to the Facilities is transferred to and
accepted by Company and continuing thereafter in each succeeding calendar year for a total of

twenty-two (22) years. No interest shall accrue or be payable on the amounts to be refunded

year period shall be

hereunder, and any unpaid balance remaining at the end of such twen!

constructing the Facilities, less the costs of any corrective efinéd in paragraph 3

above, the costs of curing any defects arising during the/ warranty périod\ds provided herein, and

the costs of any unreasonable overtime incyiyed ip ction of the Facilities, above, and
the amounts paid by Developer to Coripany Tog nistrative Costs pursuant to paragraph 7,

above.

and in accorda the applicable rules and regulations of ADEQ, the Commission or any
other governmental authority having jurisdiction thereover, or otherwise fails to comply with the

terms and conditions of this Agreement. Developer acknowledges and understands that

Company will not establish service to any customer within the Development until such time as




Company has accepted the transfer of the Facilities, and all amounts that Developer is réqﬁired to
pay Company hereunder have in fact been paid. The foregoing notwithsté.nding, the Company
shall not terminate service to any customer within the Developmént to whom service has been

properly established as a consequence of any subsequent breac]

Developer hereunder.
10.  Liability for Income Taxes. In the event it

portion of Developer's advances in aid of construction h@nder prise

resulting from Developer’s advance her

twenty (20) days following notificationtg

, uch funds shall also constitute advances in aid of construction,

indemnify and hold Company harmless for, from and against any tax

incurred by Company as a consequence of late payment by Developer of amounts described

above,

11. Notice. All notices and other written communications required hereunder




shall be sent to the parties as follows: |
COMPANY:

Santa Cruz Water Company, L.L.C.
Attn; Cindy M. Liles, Vice President
22601 N. 19™ Avenue

Suite 210

Phoenix, Arizona 85027

* DEVELOPER: | \

iR

iting of any change in the manner in which

" Each party shall advise the other pe

notice is to be provided hereunder.

“ 12 v ] ,, and all rights and obligations
hereunder, shall be subject to and go es and regulations of the Commission
relating to domestic water utilities shall be governed by and construed in

a. Developer understands and acknowledges that

and conditions applicable to its provision of utility

e. Time is and shall be of the essence of this

Agreement.

14.  Indemnification: Risk of Loss. Developer shall indemnify and hold

Company harmless for, from and against any and all claims, demands and other liabilities and

expenses (including attoneys' fees and other costs of 1itigation) arising out of or otherwise




“

»

relating to Developer’s failure to comply with any of the terms and conditions contained herein.,
including (without limitation) Company’s refusal to serve any unit within the Develbpment based

on Developer’s failure to pay all amounts required hereunder in a timely manner, Developer's

duty to indemnify Company shall extend to all construction activities
its contractors, subcontractors, agents, and employees hereunder.

15. ws This Agreement m®
the parties prqvided ihat the assignee agrees in writing tc@ bound b
the assignor’s duties and obligations hereunder. This Agreem ' al-ter s and conditions

contained herein shall be binding upon and shall inyre’to the bérefitof the sucoessoi's and

O

assigns of the pafties.

16. eto agree that each will use good

arising hereunder without resorting to

mediation, arbitration or litigation.

17. ategratiof /One Agreemdfit. This Agreement supersedes all prior
agreements, contracts, representa %i ! ' standings concerning its subject matter, whether
written or oral. '

xneys’ Feéés. The prevailing party in any litigation or other

proceeding con ~ o this Agreement, or the enforcement thereof, shall be entitled

that Company has the right, power and authority to enter into and fully perfdnn this Agreement.

Developer represents and Warrants to Company that Developer has the right, power and authority

to enter into and fully perform this Agreement.




DEVELOPER: COMPANY:

SANTA CRUZ WATER COMPANY, LL.C.
an Arizona limited liability company

| | By By \

Its ‘ Cindy Liles %
‘ , Its: Vice Presidg
| SO |

- &L
&
§










EXHIBIT “C”

Water Facilities Budget
(Required to be completed by Developer prior to

execution of agreement)

Item - QTY UNIT
- 8" C-900, Class 150 Water Main - LF
8” Valve Box & Cover : EA
Fire Hydrant, Complete EA
3 / 4” Double Water Service EA

3/ 4” Single Water Service
1 ¥* Landscape service

2” Landscape service

1” Landscape service
Subtotal
Sales Tax
Total




accordance with relevant law, including the rules and régulations of the Commission on the

condition that Developer fully and timely perform the obligations and satisfy the conditions and |

requirements set forth below.




COVENANTS AND AGREEMENTS:
NOW, THEREFORE, in consideration of the following covenants and

agreements, and other good and valuable consideration, the receipt and sufficiency of which are

hereby aclmowledgoi the parties hereby agree as follows:
20,  Construction of Facilities. Developer agrees to

sewage collection mains, manholes, pumping stations and/or/s

and install

herein by this reference (referred to hereinaﬁer as the

~each lot therein. Subject to the terms a ditions set forth herein (including, without

to the Company’s system at the point sho Q app! '
map attached hereto as Exhibit all igned and constructed within the
Development in a manner which allo fov f safe and reliable sewer ufility setvice to

plg >w dpd approval and inspection of final construction),
- stryction activities associated with the Facilities, and

andards and Requirements. TheFacilitiesshallmeet

ahy's standards and specifications, and all engineering plans and

Engincer") prior to the commencement of construction. Company and Company’s Engineer

shall review the plans and specifications and shall provide any requirements or comments as

soon as practicable, Developer shall require that its contractor be bound by and conform to the




* D

plans and specifications for the Facilities as finally approved by Company. The construction and
installation of the Facilities shall be in conformance with the applicable regulations of the
Arizona Department of Environmental Quality (“ADEQ"), the Commission, and any other

| ‘ governmental authority having jurisdiction thereover.

construction as necessary to ensure conformance with p@ and speti

before the final acceptance by Company of the Facilities

and/or workmanship and require Develope all necessary corrective construction-

efforts (“Corrective Action™). Compe k 'ght to withhold approval and/ to forbid

Developer shall transfer all right, title and interest in the Facilities to Company via a bill of sale

in a form satisfactory to Company. Company, in its sole discretion, may require Developer to

conduct a video inspection of any of the Facilities prior to final approval and acceptance to




ensure that no breaks or similar defects exist. Thereafter, Company shall be the sole owner of

the Facilities and be responsible for their operation, maintenance and repair. Company's

" ownership and responsibility shall include all pumping stations, manholes, collection and

up to the point of

transmission mains and/or related appurtenances within the Develo;

Is and workmanship.

Developer shall also covenant, at the time gf\rang es are free and clear of all

provide evidence in the form of lien Whjvers that all claims of contractors, subcontractors,

mechanics and materialmen have been

As-Biilt Drawings and A ing of Constructig )sts.
‘ joval of the Facilities, Developer shall provide
uilt drawings and specifications for the Facilities and a

eveloper shall also provide an accounting of the cost of

25.  Easements. Developer shall be responsible for obtaining all necessary

easements and rights-of-way for the construction and installation, and subsequent operation,

maintenance and repair of the Facilities. Such easements and rights-of-way shall be of adequate




w2t

size, location, and cohﬁguration so as to allow Company ready access to the Facilities for
maintenance and repairs and other activities necessary to provide safe and reliable sewer utility
service. Evidence of such easements and rights-of-way shall be provided to Company by

Developer at the same time as Developer transfers ownership of acilities pursuant to

o be constructed by Developer, for

ther supervisory activities undertaken by

npany of Seven Thousand Five Hundred Dollars

Jitional advances to Company, as may be requested by

ion and be subject to refund pursuant to paragraph 8, below.
g. Company shall refund annually to Developer an
amount equal to two and one-half percent (2.5%) of the gross annual revenues received by

Company from the provision of sewer utility service to each bona fide customer within the

Development, Such refunds shall be paid by Company on or before the first day of August,




- and in accorde

commencing in the fourth calendar yéar following the calendar year in which title to the

Facilities is transferred to and accepted by Company and continuing thereafter in each

succeeding calendar year for a total of twenty-two (22) years. No interest shall accrue Or‘be

arising during the

e overtime incurred in the

Sment, Comj)any shall provide sewer utility service

geordance with Company's tariffs and schedule of

¢ applicable rules and regulations of ADEQ, the Commission or any
other governmental authority having jurisdiction thereover, or otherwise fails to comply with the

teems and conditions of this Agreement. Developer acknowledgés and understands that

Company will not establish service to any customer within the Development until such time as




Developer hereunder.

_twenty (20) days following notificationty

Company has ﬁccepted the transfer of the Facilities, and all amounts that Developer is required to
pay Company hereunder have in fact been paid. The foregoing notwithstanding, the Company

shall not terminate service to any customer within the Development to whom service has been

29.

udlly receives such
to the income taxes

resulting from Developer’s advance here

incurred by Company as a consequence of late payment by Developer of amounts described

above.

30.  Notice. All notices and other written communications required hereunder




shall be sent to the parties as follows:
COMPANY:

Palo Verde Utilities Company, L.L.C.
Attn: Cindy M. Liles, Vice President
22601 N. 19* Avenue

Suite 210 .

Phoenix, Arizona 85027

DEVELOPER: 9

Each party shall advise the o y change in the manner in which

notice is to be provided hereunder.

hereunder.

32. Time is of the Essence. Time is and shall be of the essence of this

Agreement.

33, n ification: of Loss. Developer shall indemnify and hold

Company harmless for, from and against any and all claims, demands and other liabilities and




~ contained herein shall be binding upon

. assigns of the parties.

expenses (includiﬁgv a;tomeys' fees and other costs of litigation) arising out of or otherwise
relating to Developer's failure to comply with any of the terms and conditions contained herein,
including (without limitation) Company's refusal to serve any unit within the Development based
on Developer's failure to pay all amounts required hereuhder in a ti anner. Developer'é

duty to indemnify Cbmpany shall extend to all construction activities undert Developer,

its contractors, subcontractors, agents, and employees hereunder.

The prevailing party in any litigation or other
lated to this Agreement, or the enforcement thereof, shall be entitled
to recover it costs-and reasonable attorneys’ fees.

38.  Authority to Perform. Company represents and warrants to Developer

that Company has the right, power and authority to enter into and fully perform this Agreement.

Developer represents and warrants to Company that Developer has the right, power and authority







DEVELOPER: |  COMPANY:

PALO VERDE UTILITIES COMPANY, L.L.C,,
an Arizona limited liability company







EXHIBIT “C”

Wastewater Facilities Budget
(Required to be completed by Developer prior to execution of agreement

Item QTY UNIT UNIDS, TOTAL §

8" SDR 35 Sewer Main LF
10” SDR 35 Sewer Main LF

. 4’ Manhole EA ' \
_ Sewer Cleanout EA '
‘ 4" Sewer Service % O_ '
! , Subtotal ‘
; * Sales Tax :
l  Total @ |
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Arizona Corporation Commission ‘
BEFORE THE WMD)RATION COMMISSION

(CARL J. KUNASEK

CHAIRMAN SEP 171999
JMIRVIN
COMMISSIONER DOCKETED BY
‘WILLIAM A. MUNDELL :
COMMISSIONER ‘
IN THE MATTER OF THE APPLICATION OF DOCKET NO. SW-03575A-98-0327
PALO VERDE UTILITIES COMPANY FOR A I
CERTIFICATE OF CONVENIENCE AND
NECESSITY AND FOR APPROVAL TO ISSTIE
COMMON STOCK.
IN THE MATTER OF THE APPLICATION OF DOCKET NO. W-03576A-98-0328
SANTA CRUZ WATER COMPANY FOR A A
CERTIFICATE OF CONVENIENCE AND DECISION NO. (0 [ 4 "/ 3
NECESSITY AND FOR APPROVAL TO ISSUE
‘COMMON STOCK. OPINION AND ORDER
IDATE OF HEARING: April 28,1999
IPLACE OF HEARING: Phoenix, Arizona
IPRESIDING OFFICER: Marc E. Stem
APPEARANCES: FENNEMORE CRAIG, by Mr. Jay L. Shapiro, on behalf of
Applicants, Palo Verde Utilities Company and Santa Cruz
Water Company; and
Mr. Peter A. Breen, Staff Attorney, Legal Division, on behalf of
‘ the Utilities Division of the Arizona Corporation Commission.
IBY THE COMMISSION:

On June 22, 1998, Palo Verde Utilities Company (“PVU") and Santa Cruz Water Company
(“SCW™)' each filed with the Arizona Corporation Commission (“Commission™) an application for a
Certificate »f Convenience and Necessity (“Certificate™) to provide public wastewater treatment and
water service, respectively, and for approval to issue common stock. |

On February 26, 1999, the Commission’s Utilities Division (“Staff’) filed a Motion to
Consolidate (“Motion”) the above-captioned matters for purposes of hearing.

On March 4, 1999, by Procedural Order, PVU’s and SCW’s applications were consolidated

ffor purposes of hearing. Further, Applicants were ordered to provide notice of the applications and

! Hereinafter, P W and SCW referred o as Applicants.

Exhibit 2
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DOCKET NO. SW-03575A-98-0327 ET AL.

hearing thereon.

On April 7, 1999, Staff filed its Staff Report recommending approval of the applications v
the Certificates herein after a hem’ing.2

On April 28, 1999, a full public hearing took place before a duly authorized Hearing Officer
of the Commission at its offices in Phoenix, Arizona. Applicants and Staff appeared with counsel.
At the conclusion of the proceeding, the matters were taken under advisement pending submission of
a Recommended Opinion and Order to the Commission. |

%* * * * * * * * * *

Having considered the entireb record herein and being fully advised in the premises, the
Commission finds, concludes, and drders that:

’ FINDINGS OF FACT

1. On January 22, 1998, PVU and SCW ﬁled applications for Certificates authorizing
them to construct, operate, and maintain facilities to provide wastewater treatment and water service
to the public in an area of approximately 1,640 acres in an unincorporated area of Pinal Cou
Arizona which is more fully described in Exhibit A, attached hereto and incorporated by reference.’

2. PVU and SCW are Arizona corporations that were incorporated by Mr. Michael
Reinbold who is a principal in Pecan Valley Investments L.L.C. (“Pecan”), a limited liability
company, that will be tHe sole owner of the stock of the two Applicants.

3. Mr. Reinbold is also a principal in another corporation, RHS Properties, Inc., which
together with El Dorado Holdings, Inc. is involved in ajoint venture to develop the area described in
Exhibit A as a master planned 6,000 unit subdivision known as Rancho El Dorado (“Rancho”). -

4. Rancho’s developers are also planning to develop a commercial village center and an
18-hole championship golf course with a 25 acre lake. Several schools will also be built in the area
sought to be certificated. k

5. Applicants are projecting customer growth of 242 customers in their first year of

7

Although Staff inadvertently neglected to include in is recommendations in the Staff Report
approval of the financing applications, Staff recommended their approval at the hearing.

The area described in Exhibit A is located near the community of Mancopa and is located minutes from
Interstate 10 and Chandler, Arizona.

2 DECISIONNO. /o /74 3
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DOCKET NO. SW-03575A-98-0327 ET AL.

6perations and adding 242 customers per year thereafter. Applicants project there will be
approximately 1,210 residential customers by the fifth year of operations.

6. There are no other public or municipal wastewater treatment or water utilities in or
near the area sought to be certificated herein that can provide the required services to the area
described in Exhibit A.

7. Rancho’s developers have secured the necessary zoning permits for construction in the
area described in Exhibit A.

8. PVU and SCW have obtained their required franchises from the Pinal County Board
of Supervisors which will permit them to construct their facilities within the public rights-of-way.

" 9, The ;roposed certificated area is located within the Pinal County Active Management
Area. Mr. Reinbold testified that there are approximately five wells located within the area described
in Exhibit A and that hydrology studies have revealed that SCW will have adequate water to supply
its customers.

10.  Although Applicants have no direct experience owning and operating public water ahd
wastewater facilities, Mr. Reinbold has previously been involved in the development of their
infrastructure and has been engaged in discussions with Aqua Source, a California-based company,
with experience in the operation of public utilities, to provide for their day to day management.

11.  Although Rancho’s development will take place in five phases, Mr. Reinbold
envisions a millioﬁ gallon reservoir being constructed for each of the first two phases of development
for the water utility and 300,000 gallons per day of sewage treatment capacity for the first phase and
450,000 gallons per day of added sewage treatment capacity by the end of the second phase of
development. |

12.  As thejoint venture partners develop Rancho, large parcels of land will be sold off to
between five and seven major home building companies that will actually build the homes within the
development. ’

13.  PVU and SCW have secured the seNices of a certified operator approved by the
Arizona Department of Environmental Quality (“ADEQ’) who will be responsible for operating both

the wastewater treatment and water facilities.

3 DECISIONNO. (/542




DOCKET NO. SW-03575A-98-0327 ET AL.

1 14.  Neither PVU nor SCW have secured a Certificate of Approval to Construct (“CA”
| 2| iom ADEQ for either system. SCW has not secured a Certificate of Assured Water Suppiy |
3 | “CAWS”) issued by the Arizona Department of Water Resources (“ADWR”) to any home builders
4 1 i developers that are ready to proceed with construction.
5 15,  While the construction plans and cost figures for both the wastewater treatment system
6 § nd the water utility appear to be reasonable and appropriate, there is'no evidence with respect to
7 } vhether the proposed plant in service will be “used and useful” and such determination will have to
8 | e made during a future rate proceeding.
9 16.  The initial rates and charges for SCW’s and PVU’s water and wastewater treatment
10 | ervices, respectively, as recommended by Staff and as proposed by Applicants are as follows:
11 WATER RATES
12 Proposed Rates
131 SCW Staff
MONTHLY USAGE CHARGE:
14
5/8” x ¥ Meter $25.00 $16.5,
15 %" Meter 25.00 24.75
16 1” Meter 62.50 41.25
1%” Meter 125.00 82.50
17 2” Meter 200.00 132.00
3" Meter 400.00 247.50
18 4” Meter 625.00 412.50
19 6” Meter 1,250.00 825.00
20 Gallons included in minimum 1,000 0
21 §  Gallonage Charge per 1,000 Gallons . $2.60 ‘ $2.80
22| Construction and standpipe chargé $3.60 $2.80
23 |
24
25
26
27
7R
4 DECISION NO. /743
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DOCKETNO. SW-03575A-98-0327ET AL.

PAYMENT IN LIEU OF REVENUE CHARGE TO BUILDERS AND DEVELOPERS:*

5/8” x ¥4 Meter $1,694.00 $0
% Meter 1,694.00 0
I- Meter 4,235.00 0
1 %" Meter 8,471.00 0
2” Meter 13,553.00 0
3” Meter 27,106.00 0
4” Meter ' 42,353.00 0
6" Meter 84,705.00 0
SERVICE LINE AND METER INSTALLATION CHARGES:
(Refundable pursuant to A.A.C. R14-2-405)
5/8" x ¥a" Meter $400.00 $370.00
%" Meter 440.00 415.00
1” Meter 500.00 480.00
1 %‘Meter 715.00 700.00
2” Meter Turbo 1,170.00 N/A
2” Meter Compound 1,700.00 $1,760.00
3" Meter Turbo 1,585.00 N/A
3” Meter Compound 2,190.00 $2,300.00
4” Meter Turbo 2,540.00 N/A
4” Meter Compound 3,21500 $3,325.00
6" Meter Turbo 4,815.00 ‘N/A
6’ Meter Compound - 6,270.00 $6,430.00
SERVICE CHARGE:
Establishment $25.00 $25.00
Establishment (After Hours) 50.0Q 45.09
Reestablishment (Within 12 Months)
Reconnection (Delinquent) $30.00 $25.00
Meter Move at Customer Request
After Hours Service-Charge, per Hour $5Q,00 NA
‘Deposit ‘ : y
Meter Re-Read (If Correct) $15.00 $15.00
NSF Check - ‘ 10.00 15.00
Late Payment Charge (Per month) 1.50% 1.50%
Deferred Payment (Per month) 1.50% 1.50%

" Number of months off system times the monthly minimum per A.A.C. R14-2-403(D).

¢ The record established that Applicants are proposing & tariff for the impositio of a Payment in Lieu of

Xevenue (“Pilor”) Charge on builders and developers as their lots are sold to buyers in order to pay operating expenses to
teep the customers’ wastewater treatment and water rates lower than should be charged. Additionally, funds from these
tharges will be added to subsequentequity investments to pay for the remaining four phases of construction.

5 DECISIONNO. {7/ 7 ¥3
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DOCKET NO. SW-03575A-98-0327 ET AL.

*%
Cost which includes parts, labor, overhead and all applicable taxes.

¥**  Per AAC. R14-2-403(B).
WASTEWATER TREATMENT RATES

Proposed Rates
BV Staff
MONTHLY USAGE CHARGE:
5/8” x ¥ Meter $33.00 $39.00
¥a” Meter 33.00 58.50
1" Meter 82.50 - 97.50
1 %" Meter 165.00 195.00
2" Meter 264.00 312.00
3” Meter ; 528.00 585.00
4” Meter 825.00 975.00
6’ Meter 1,650.00 £,950.00
EFFLUENT CHARGE;:
Per Acre Foot $100.00 NIA

5/8” x ¥4 Meter $2,509.00
¥4 Meter 2,509.00 0
17 Meter 6,272.00 0
- 1%” Meter 12,544.00 0
2 Meter 20,070.00 0
3" Meter 40,139.00 0
4” Meter 62,718.00 0
6” Meter 125,435.00 0
SERVICE CHARGE:
Establishment $25.09 $25.0Q
Reestablishment (Within 12 Months)
Reconnection (Delinquent) ‘ $30.00 $30.00
After Hours Service Charge, (Per Hour 5000 50.9090
Deposit : ’
NSF Check $10.00 $10.00
Late Payment Charge (Per month) 1.50% 1.50% -
Deferred Payment (Per month) 1.50% 1.50%

*

Number of months off system times the monthly minimum per A.A.C. R14-2-603(T"
**  Per AAC. R14-2-603(B).

17.  The record established that Applicants are proposihg that the funds collected from the

6 DECISIONNO. &Z/543




DOCKET NO. SW-03575A-98-0327 ET AL.

Pilor charges be treated for accounting purposes as revenues, and permit Applicants to, in effect,

—

build their future rate base indirectly with monies paid by the customers of the builders and
developers instead of with investor funds or by means of refundable advances pursuant to the terms
of main extension agreements with the builders and developers.

18.  PVU’sand SCW’s Pilor charges were initially to be paid to Applicants upon the sale
of each improved parcel or so called “super pad” to the major builders and developers. However,
during the proceeding, Applicants indicated that it would be acceptable to them if these fees are paid

on a per lot basis as each lot is resold by the builders to the future customers of PYU and SCW.

o 0 1 A o B oW

19.  In this case, Staff recommends that the Commission not approve the use of the

it
(=]

proposed Pilor charges primarily because Applicants’ utility plants would be constructed largely with

(R
[y

the contributed funds of the builders and developers and not by investor funds, debt or refundable

[ua—y
N

main extension agreements as is normally the case.

—
w

20.  Staff further recommends that the proposed Pilor fees should be rejected by the

,._
~

Commission because they would be inequitable to PYU’s and SCW’s customers because the funds

-l
o,

would be collected by the homebuilders from the lot buyers and paid to Applicants to fund plant

—
=)}

construction and pay operating expenses. Subsequently, as utility plant is constructed with customer

funds, in future rate cases the customers will be required to pay in rates a return on utility plant that

— ek
S ~3

their own funds have already paid for.

p—
O

21.  Staff did not dispute that without the Pilor charges proposed by Applicants that PYU

[ ]
—]

and SCW could possibly suffer a loss of approximately 1.4 million dollars after five years of

~
-

operations based on Staffs proposed rates and Applicants’ projections,

o
[ ]

22.  PVU and SCW have five possible solutions to offset hypothetical losses as follows:
first, PVU and SCW can be subsidized; second, Applicants may issue debt; third, Applicants may

™~ N
W

apply for rate relief in order to provide more revenues to offset projected expenses; fourth, PVU and

[
/]

SCW could utilize Commission approved refundable main extension agreements; and fifth,

o
N

Applicants may use a mixture of all of the preceding solutions, but Applicants did not give any

[ ]
~X

indication that they are willing to do so.

~
20

23.  Staff is also recommending that PVU and SCW include in their tariffs provisions for

7 DECISIONNO. %/ 943
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he collection of any privilege, sales, or use tax with respect to their operations of the sewer and w
tility systems, in accordance with A.A.C. R14-2-409(D)5) and A.A.C. R14-2-608(D).),
espectively.

24. PVU’s and SCW’s financing applications seek the Commission’s authorization for
inancing approval for the issuance of $2,896,301 in equity for PVU and $3,657,676 in equity for
JCW. The proceeds of these stock issuances will be used to fund the construction of the first phase
f the wastewater and water plants and to establish working capital.

25. It was ghen planned that monies from the Pilor fees along with additional equity
nvestments by Applicants’ owner would then be used to help fund plant construction during the four
emaining phases planned for the development of Rancho.

26.  According to Mr. Reinbold, if the Commission approves PVU’s and SCW’s proposed
ates and charges along with the proposed Pilor charges for the utilities, Applicants would be willing
o post appropriate performance bonds reflective of their expenses.

27.  Staff recommends that the Commission authorize PVU to issue up to $2,896,30
quity and that SCW be authorized to issue up to $3,657,676 in equity as requested in their
ipplications for financing approval.

28.  Although Staff's revenue projections are inconsistent utilizing Staffs rates, Staff
selieves that Applicants will see a positive cash flow possibly by the their third year of operations.
{owever, Staff believes that Rancho’s developers have the necessary funds to invest in Applicants
thould the need for subsidization arise.

29.  Staffhas recommendcd the conditianal approval of PVU’s and SCW’s applications for
Certificates as follows: |

e adopt Staffs recommended rates and charges and order that PVU and SCW
file tariffs consistent with same without any Pilor charges;

e order that SCW file, within 365 days of the effective date of this Decision, a
copy of the developer’s CAWS issued by ADWR for the first phase of
development;

. order that PVU and SCW file, within 365 days of the effective date of
Decision, copies of their CACs for their wastewater treatment and w
facilities issued by ADEQ for the first phase of development;

8 DECISION NO. &/ 943
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. order that PVU and SCW be authori~<d to issue up to $2,896,301 and
$3,657,676, respectively, in equity in order to fund the first phase of
development of Rancho;

. order that the conditional certificates approved for PVU and SCW,
respectively, be null and void if Applicants fail to meet the filing requirements
for the requisite CAWs and CACs within 365 days of the effective date of this |
Decision; :

. order that the Pilor tariffs filed by PVU and SCW be denied;

® order that P W and SCW maintain their books and records in accordance with
the NARUC Uniform System of Accounts;

. order that PVU and SCW notify the Director of the Commission’s Utilities
Division within 30 days from the date that they first provide service to any
customer; and

. order that PVU and SCW file for rate review within 36 months from the date
that they provide service to their first customers.

30. Inlarge part under the circumstances herein, we believe that Staffs recommendations
vith réspect to the applications for Certificates and financing approvals for Applicants should be
Lpproved. However, because of the disparities in the evidence with respect to projected revenues and
:xpenses and because we find that the Pilor tariffs should not be approved due to their inherent
neqﬁities to PVU’s and SCW’s customers, we shall authorize those rates and charges proposed by
Applicants together with authorization that P W and SCW may issue up to an additional $1,214,200
ind $847,000 in equity, respectively, to offset possible shortfalls in their revenue projections needed
o fund plént constructions costs’ if Applicants do not enter into any main extension agreements with
yuilders and developers or use other more conventional means of financing, such as debt.

31.  Additionally, we believe that since the record reveals these are “start up” utilities and
hat sinc~ ~-'ther the Applicants nor Mr. Reinbold have any prior experience in successfully
sperating a public utility, performance bonds in the amount of $118,000 for PVU and $82,000 for
SCW should ensure tﬁat Applicants will be able to continue operations for a reasonable period

without additional financial support, if necessary.®

§ These additional equity investments represent up to 2 years in projected Pilor fees for PVU and SCW,
'espcctiv:ly.

These sums represent approximately 1/3 of Applicants’ projected second year operating expenses for

9 . DECISIONNO. &/ 945
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32. Lastly, because we are concerned with projected operational funding dispari*”
described by Applicants even with the utilization of their proposed rates and charges, we shall orav
that Applicants file for rate review not later than 24 months after they first provide service to any
customer.

CONCLUSIONS OF LAW

1. Upon beginning operations, PVU and SCW will be public service corporations within
the meaning of Article XV of the Arizona Constitution and AR.S. §§ 40-281, 40-282, 40-301 and
40-302.

2. The Commission has jurisdiction over P W and SCW and the subject matter of the
applications.

3. Notice of the applications and hearing thereon was given in accordance with the law.

4, Applicants are fit and proper entities to receive Certificates authorizing them to
construct, operate, and maintain facilities to furnish wastewater treatment and water service to the
public in the area described in Exhibit A.

5, The public convenience and necessity require the issuance of Certificates to
Applicants authorizing them to provide wastewater treatment and water service to the public in the
area sought to be certificated herein. |

6. Staffs recommendations, as set forth in Finding of Fact No. 29 should be adopted
except as modified hereinafter.

7. The rates and charges authorized hereinafter arejust and reasonable.

8. Applicants' proposed Pilor tariffs should be denied.

9. PVU and SCW should file for rate review within 24 montﬁs from the date they first
provide wastewater treatment and water service to their ’ﬁrst customer.

10.  PVU's and SCW's applications for financing approval should be approved as ordered
below.

11.  The financings approved herein are for lawful purposes Within Applicants' corporate
powers, are compatible with the public interest, with sound financial practices, and with the prc

performance by PVU and SCW of service as public service corporations, and will not impair PVU's

10 " DECISIONNo. & /995
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Sund

:and SCW’s ability to perform that service.

12.  The financings approved herein are for the construction of the wastewater treatment
and water utility systems and are reasonably necessary for those purposes and such purposes are not,
‘wholly or inpart, reasonably chargeable to operating expenses or to income.

13.  Performance bonds in the amounts of $118,000 for PVU and $82,000 for SCW, are
reasonably necessary to protect the interest of PVU’s and SCW’s prospective customers.

ORDER
IT IS THEREFORE ORDERED that the applications of Palo Verde Utilities Company and

e 00 NN N L AW N

'Santa Cruz Water Company for Certificates of Convenience and Necessity authorizing them to

oy
[—]

sonstruct, maintair. ~nd-operate facilities in order to provide wastewater treatment and water service,
11 Jrespectively, to the public in the area more fully described in Exhibit A be, and are hereby, granted;
12 } provided that, within brie year of the effective date of this Decision, Santa Cruz Water Company files
13 jcopy of the requisite Certificate of an Asmr/ed Water Supply and Applicants file copies of the
14 yﬁe@es of Approval to Construct for both the wastewater treatment and water service facilities
15 | for their first phase of development.
16 IT IS FURTHER ORDERED that the approval of the applications of Palo Verde Utilities
17 { Company and Santa Cruz Water Company fer Certiticates of Convenience and Necessity shall be
18 § expressly contingent upon Applicants posting, k@‘i:‘een days before they first provide service to
19 fany customer, a form of performance bond in the amount of $118,000 dollars and $82,000,
20 Jrespectively, (cash deposit, surety bond, or similar alternative, i.e., certificate of deposit) with the
21 | Commission to insure thilt Palo Verde Utilities Company and Santa Cruz Water Company shall meet
22 }their obligations arising under their Certiﬁcates; that in the event Applicants choose to make cash
23 Y deposits, said amounts shall be deposited with a federally insured financial institution and bear
24 |interest at a commercially acceptable rate; and that the performance bonds shall be maintained until
25 | Palo Verde Utilities Company and Santa Cruz Water Company achieve viable operations,‘ are sold to
26 | another utility company, are adjudicated not to be a public service company, or ten years have passed,
27 I which ever is sooner, at which time the bonds will be returned to Applicants upon their applications
78 } for same.

e |

1 DECISIONNO. &/ 7 /5
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‘ 1 IT IS FURTHER ORDERED that in the event that Palo Verde Utilities Company and S#
| 2§ “ruz Water Company do not timely file copies of the documentation ordered in the first orderinyg
3} raragraph or file performance bonds or their equivalants as required by the second ordering
4 | »aragraph, then the Certificates of Convenience and Necessity for the area described in Exhibit A
3 | ihall be deemed to be denied, without further order by the Arizona Corporation Commission.
6 IT IS FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Water
7 § “ompany, respectively shall file tariffs containing the following rates and charges for their
& | vastewater treatment and water service:
9 SANTA CRUZ WATER COMPANY RATES
10} MONTHLY USAGE CHARGE:
11 '
5/8"x ¥ Meter $25.00
12 ¥ Meter 25.00
1” Meter 62.50
13 1% Meter | 125.00
14 2” Meter 200.00
3” Meter 400.00
15 4’ Meter 625.00
6” Meter 1,250.00
16 \ ‘
. Gallons included in minimum 1,000
18 Gallonage Charge per 1,000 Gallons $2.60
19§ Constructionand standpipe charge $3.60
20 } SERVICE LINE AND METER INSTALLATION CHARGES:
" (Refundable pursuant to A.A.C. R14-2-405)
o | 5/8"x %" Meter $400.00
%" Meter 440.00
23 1” Meter 500.00
1 %" Meter : 715.00
24 2” Meter Turbo 1,170.00
2" Meter Compound ' 1,700.00
% 3" Meter Turbo 1,585.00
26 3” Meter Compound 2,190.00
4” Meter Turbo 2,540.00
27 4” Meter Compound : 3,215.00
6" Meter Turbo 4,815.00
8 6” Meter Compound 6,270.00
! (". Mgt 1
; 12 DECISIONNO. (/743
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SERVICE CHARGE:

Establishment

Establishment (After Hours)
Reestablishmen, (Within 12 Months)
Reconnection (Delinquent)

Meter Move at Customer Request
After Hours Service Charge, per Hour
Deposit

Meter Re-Read (If Correct)

NSF Check

Late Payment Charge (Per month)
Deferred Payment (Per month)

DOCKET NO. SW-03575A-98-0327 ET AL.

$25.00
50.09

$30.09

$50.99

$15.00
10.00
1.50%
1.50%

:* Number of months off system times the monthly minimum per A.A.C. R14-2-403(D).
Cost to include parts, labor, overhead and all applicable taxes.

***  per A.A.C.R14-2-403(B).

PALO VERDE UTILITIES COMPANY SEWER RATES

MONTHLY USAGE CHARGE:

5/8” x %" Meter
¥ Meter

1” Meter

1% Meter

2” Meter

3” Meter

4 Meter

6" Meter

EFFLUENT CHARGE :
Per Acre Foot

R ARGE:

Establishment

Reestablishment (Within 12 Months)
Reconnection (Delinquent)

After Hours Service Charge, (Per Hour)
Deposit '

NSF Check -

Late Payment Charge (Per month)
Deferred Payment (Per month)

13

$33.00
33.00
82.50
165.00
264.00
528.00
825.00
1,650.00

$100.00

$25.00

$30.00
50,00
$10.00

1.50%
1.50%

DECISIONNO. &/ 94/ 3
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*

‘vx  Number of months off system times the monthly minimum per A.A.C. R14-2-603(C
Per A.A.C. R14-2-603(B).

IT IS FURTHER ORDERED that the rates and charges authorized herein shall be effective
for all service rendered until otherwise ordered by the Arizona Corporation Commission.

IT IS FURTHER ORDERED that the request for approval of a Payment in Lieu of Revenue
Zharge by Palo Verde Utilities Company and Santa Cruz Water Company be, and are hereby, denied.

ITIS FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Water
Zompany shall notify the Director of the Commission’s Utilities Division within 30 days of
sroviding service to their first customer.

IT IS FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Water
Zompany shall file a schedule with their tariffs for the collections of their proportionate share of any
srivileges, sales, or use tax, in accordance with A.A.C. R14-2-409(D)(5) and A.A.C. R14-2-
508(D)(S), respectively.

IT IS FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Wat~
Company are hereby authorized to issue up to $4,110,501 and $4,504,676, respectively, in equity ..
fund the first phase of wastewater treatment and water utility development at Rancho El Dorado.

IT IS FURTHER ORDERED that the authorizations stated above shall be expressly
contingent upon Palo Verde Utilities Company and Santa Cruz Water Company using the financing
oroceeds for the purposeé set forth in their applications.

ITS FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Water
Company shall be auth;)rized to engage in any transactions and to execute any documents necessary
 effectuate the transactions.

IT IS FURTHER ORDERED that the approval of the financings set forth hereinabove does
not constitute or imply approval or disapproval by the Commission of any particular expenditufe of
the proceeds derived there by for purposes of establishing just and reasonable rates.

IT IS FURTHER ORDERED that Applicants shall maintain their books and records in
accordance with the NARUC Uniform System of Accounts.

14 DECISIONNO. 4/ ¥ 3
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'/{@ FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Water

~ompany shall file for rate review not later than 24 months after the date they first provide service to

ny customers.
IT IS FURTHER ORDERED that this Decision shall become effective immediately.
BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

%@d/ o o AN

COMMISSIONER COMMISSIONER

IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
Secretary of the Arizona Corporatlon Commission, have
hereunto set my hand and caused the official seal of the

Commission to be affixed at the Capltol in the City of Phoenix,
this {T¥ day

oo /
ECUT SEC ARY

JISSENT
VIES: bbs
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SERVICE LIST FOR: PALO VERDE UTILITIES COMPANY AND SAN
CRUZ WATER COMPANY

JOCKET NO. SW-03575A-98-0327 AND W-03576A-98-0328

lay L. Shapiro

TENNEMORE CRAIG

3003 North Central Avenue, Suite 2600
>hoenix, Arizona 85012-2913

2aul Builis, Chief Counsel
Division ‘
ARIZONA CORPORATION COMMISSION
1200 West Washington Street
*hoenix, Arizona 85007

Director, Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007
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EXHIBIT A

LEGAL DESCRIPTION
PALO VERDE UTILITIES COMPANY
AND SANTA CRUZ WATER COMPANY

All of Sections 13 and 14, and that portion of Section 15lying Easterly of the Westerly Right of Way
Line of Arizona State Route 347 (AKA: John Wayne Parkway), Township 4 South, Range 3 East,
Gila and Salt River Base and Meridian, Pinal County, Arizona.

Contains 1,640acres, more or less.

17 | DECISIONNO. 4/5¢/3







RESOLUTION NO. 3741

A RESOLUTION OF THE COUNCLL OF THE CITY OF CASA 7

GRANDE, ARIZONA, APPROVING THE TERMS AND CONDITIONS
‘OF A MEMORANDUM OF UNDERSTANDING BETWEEN THE
CITY OF CASA GRANDE AND GLOBAL WATER RESOURCES,

_ BEITRESOLVED by the Co

~ The Mayor and Council of the City of
- conditions of a Memorandum of Understanding (identified

120579 ) between the City of C
authorize the City Manager 1o execute the

pPASSED AND ADOPTED by the Mayor

Aﬁzona, this _19th day of December, 2005.

e K . . 3
IR ."Mayor -

......

——%

o~ %
’\“g_-.:i P

PR R MOU w Global Water

Exhibit3

Q{‘-{,&APPROVED AS TQ FORM:
‘ t

uncil of the City of Casa Grande, Arizona, as follows:

Casa Grande hereby approve the tems and .
in City records as C.G. Contract No. -
Casa Grande and Global Water Resources, LLC,, and
Memorandum of Understanding on behalf of the City.. .

or and Council of the City of Casa Grande,

cme aamm AT .




¢~ iCIAL

L}

NIEMORANDUM OF UNDERST ANDING o :}""3\{
et :m»w::r NO. _ﬁ?{_‘j
- B R0.00./4f
' TH’IS MEMORANDUM OF UNDERSTANDING (ﬂns “MOU”) is entered into as of _'
' Decemberﬁ_. 2005 between Global Water Resources, LLC, a Dclawane lnmted habxhty '
company C‘.(j_lgbg]") and the City of Casa Grande. a mumc:pal oorpomtion (“gg") T

: RECITALS

WHEREAS Global is engaged in the busmess of provxdmg water, wa.swwazer and
' reclaimed water infrastructure semces both msxde and outside the Junsdacnonal bomdmes of

the City;

WHEREAS Global is the owner of San&a Cruz Water Company, LLC (“scw") and Palo
Verde Utilities Company, LLC (“PVU") (collectively “Utility Companies") and provndw utility

services through these entities;

4 WHEREAS SCW and PVU are Anzona public service coxporanons dcﬁned in Article '
15, Section 2, of the Anzona Consutunon and, as such, are regulated by the Arizons Corporation
Commxssxon ("ACC"), SCW and PVU have been issued Cmﬁcat& of Convenience and
Necessity (“CC&N") by the ACC 1o provide water and waste water services (collectively the N
"Unhty Semces"), respecnvcly in de.sxgnated geographic aress within the Stite of Anzona, ’

_ WHBREAS the C:ty is expériencing rap:d growth, and in ordcr to faczlxtate and manage
- further gowth, the City wishes to strengthen its rclanonship ‘with Global and its ‘Utility
Companies by working with them to ggnemlly improve the quality of Utility Services within the -

City;

WHEREAS the City intends to facilitate and manage further growth in accordance with
its obligations under the Growing Smarter legislation and Growmg Smarter Plus legzslation |

enacted into law by the Arizona Legnslature

noNR Ac B Ave THRIZPT QON7.TOHYS




| SR WHEREAStthxtyismthcpmcasofannexmgcertamrealpmperty asmoreﬁxuy
: ;,desmbed on Exhibit A hereto (the “Subject: Temtones") and, in connection therewith, the
Parties desire to Wo:k closely and cooperate with each other to assist the orderly assimilation of

- these areas,
v - 'WHEREAS the Ciiy is supportive of Gl‘obél’sk pending application. to t’he ACC for- '
 expansion of its CC&N for Utility Services in the City's General Planning Area and the Parties
f aclmowledgc that the expansion of the CC&N over the Subject Territories may not be ﬁ.nahzedf.

e uxml such time as the appropname Arizona Depamnent of Water Resources (“ADWR"), Arizona

}Depanment of Environmental  Quality (“ADEQ”) and Central Arizona Association of
Govemments (“CAAG") permits and approvals are in place and the Partxcs acknowledge that it

v .wm require coqperanon and mutual support to achxevc the neowsa:y regulstory spprovals

WHEREAS the Parties wish to form & Pubhc Private Partnership whicks will benefit both
Parties and sngmﬁcantly enhance and streamline the manner in whxch the Parties currcntly work

together;

WHEREAS the Paraes beheve such a Public anaw Parmexshxp currently repments thc
most cost-effect.rve and efficient solution to the water and wastewater cha.llengcs facmg the _

Clty s cxm-ent and anucxpated foture residents

- WHEREAS the Parties beheve that such a Public anate Partnershiys ‘will result in the
' harmonization of rates within Global’s service area, thexeby mitigating cuastomer confusion

A-reg,ardmgratesanduuhtyservw&s, '

WI-IEREAS the Ctty seeks to mcrease its involvement in the water and wastewater
business within 1ts current municipal hmxts and its cntn-e planning am. .

f o ' WHERBAS the Cxty seeks innovative revenue streams that maintain the City’s long-term
ﬁscal health and defray cost impacts that may occur in areas that are outside current mumc:pa.l

nCO? 0 Q AP Th:?.T"anz.'[n'Eﬂi




hmlts but within its planmng m

WHEREAS the: Pamos acknowledge Global’s commxtment to the Clty to. datc, mcludmg

-  Global’s material capital expendxtum its expressed intent to be a conmbuﬁng corpomte cmzen .
inthe commumty, and its dmm: to have e posmvc working rclanonshxp thh thc Cxty;
WHEREAS the Parties acknowlcdge the sxgmﬁcant matena.l capxtal e;pmdxmea and the
consequent strong commitment that will be required by Global to meet the challeuges created by
the current rapld growth occumng wnthm the Cxty, and the anucxpated connnumg fumre growr.h.

WHEREAS the Parties acknowledge the umvexsal mponance of watu' and wastewatet

services to all governmental Junsdxctsons. the umquc challenges faced by tbe City in mecting the

‘needs of the developmmt commumty, and he. mrprecedented “growth the . Cxty is currently

expenencmg; ' ‘ i
WHER.EAS the Paxtms acknowledge that the following terms are ‘not mtended to limitor .

increase the legal responsibxhnw of the ‘City nor the stamtory reqmremcnts of Global or xts

' Unhty Compamw,

_ 'NOW, THEREFORE, for sood and valuable consideration, the rece1pt and sufﬁcnency -
of which are haeby acknowledged the parties hereto agree as follows :

Coofdinaﬁon and Communications. Staff of the City and Global shall mest on a
regularly scheduled monthly basis, and more or less often as needed by mutua.l consmt Cxty"

' rcpresontahvos at thesc meetings shall normally be the City Manager, the Public Works Director,
and the Planning DxrectOr, and/or their designees, Global’s representauves at these meeting shall
nonn:dly be the Presndmt, the Chief Financial Officer and the Mansger of Constmction. or their -

. Other meetings with other representatives may be aranged as needed. '

1

dealgnee

x S
| 2. Anmual Report to the City of Casa Grande. Global shall submit an Annual Report
to the Mayor and City Council. This Annual Report shall nonnally be submltted by Apnl lst




'eachyear unlesstthamwa,greeonadxﬂermtdate. Themportshall include; Annual

revmues and expendxmes, total number of water and wastewater customers, customcrs added }

- this past year, numba' of customers anticipated to be connected next year, water and wastewater
facilities completcd in precedmg year, planned projects for the next year(s) -and a copy of the

anoual report to the ACC Global shall provide frec of charge to the City oomes of any annual
rEports Global prmndes to ADEQ and/or ADWR. - g

3. Pmposed Rate and/or Fee Adjusunents. Global shall subm:t proposed rate and/or |
fec ad;ustmmts to the Mayor and City Councxl for revxcw and comment prior to submission o

- the ACC Global shall a!!ow the City th.u'ty days for thc Mayor and City Council to conduct a -
: pubhc hmng at the City's next properly nouceable regularly scheduled City Councxl meeting
’ regardmg the proposed rate and/or fee adjustment before subnussxon to the ACC. '

g
Cm

4. Opemnng/hcense Agrcemcnt and Fees, The partxes shall enter mto an :

: operatmg/hcense agreement for unhty semca provided within the City’s cuurent and existing
" incorporated limits, and for utility semm provided within Global's Planning Area (2s set forth

on Exhibit A attached hereto whmh relates to areas outsxde of the City’s cuurent and existing

" incorporated lumts), with the understanding that the City will endeavor i in good faith to promptly

replacc the opq'atmg/hcense agreement with a franchise agreement on or before October 15,
2007 in the event that the ACC Order provided for below has not been entcred by April 14, 2006.
Ptu'suant to the opmhnglhcense agreement, and subject to the earlier of (i) entry of a final. order
(the “ACC Order") by the Anmna Coxporanon Commission approving the. fee pmv:ded for

: _- herein; or (i) Apnl 14, 2006, a fee of 3% ofGross Revenues as it relates to consumpnve use of
~ water and wastewater by residential and commercxal customers within the existing mcm-porated
C lnmt.s of the City, the Subject Temtones and in Global’s Planming Area shall be paid by Global
to the City of Casa Grande, If the ACC Order has not been entered by April 14, 2006 follovnng

diligent efforts (whlch thg City will in good faijth support and take reasonable steps to cause other
interested parties to support), then the fee of 3% as provided for above shall be reduced to 2%
with respect to the consumptive use of water and wastewater residential and commercial

customers Jocated outside the jurisdictional limits of the City but within Global’s Plaming Area;

however, if any.pmpc;ty located outside the City’s jurisdictional limits becomes a part.of the




Ciry's ,msdncnonal limits through an annexation, then the foe shall aummancany be increased .
from 2% to 3% for the annexed property on the date the anne:cahon is emcﬁve. In the event the
ACC declines to enter the ACC Order, the City will then proceed with a ﬁ'anchise clectxon (at
‘Global’s cost) seeking appmval ofthe fees provxded for in this Scctlon 5 and to grant Globa! 8
franchise in connection thexmth for a term of 25 years. The ﬁ'anchlse elecnon shnll take place
on a dste to be set by the City and shall 0CCUE 1O latcr than the earlier of 18 wmonths followmg the
ACC declining to enter the ACC Order or October 15, 2007. Upon the. request of Global, the -
City agrees to continue to cause franchise elections to occur (at- Global’s cost) on at least an
. annual basis seeking approval of the franchise provided for henein All of the foxegomg payments
- shall be madc on a quarterly basis. Gross Revenues shall mcludc base fees, consnmpuve fees,
and industrial and commercial mclmmed water salw but shall not include mvenues as they ansc
from hook up fees, service connection fees, tmmmatxon fees, reconnect or d:sconnect fees, late .
fees, NSF fees, account handlmg fees, or bulk semce rate on the sale ofconstmction water. The‘
parties acknowledge that Global will seck the consent of the ACC to allow for inclus:on of all
fees described within this Sectxon in the monthly consumptive billing of the utilities. The fees
‘provided for in this Section 5 are flow through fees to PVU and SCW and are. incremental to the .
rates currently set in place by the ACC; however, if the ACC does not appmve th&e fees to be
added to the monthly consumptwe bﬂhngs of the Uuhty Compamas. Global shall pay the fees as -

an operating expense.
5. Fmancmg Optxons. ‘I‘he Cxty of Casa Gnmde and Global shall Jomﬂy explore

potentisl ﬁnancmg options for Global to finance its. proJects within the Cny If ﬂ:c City and o
- Global agree to Jomtly ﬁnance a pmject, the Parties will enter into a separate ag'eement for each

project.
6. Local Office. Global shall maintain an office at its Casa Gra.nde headquarters |
facilities to be located at the Palo Verde South East Water Reclamation. Campm orinan

alternative locatxon within Global's Planning Area until such time as sutﬁcxent customers are in.
place so as to warrant the office being in another location whxch will be estabhshed by Global

with mput from the Cny
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9. Conservation Efforts. 'I‘he City will assist Global in promoting commumty and

'school wat@r oonservatxon programs. ' Assistance may include distribution . of oducanonal
- matenalsandaceesstomahngpresentahonsatCnyandschoolﬁmcnons

8. Reclauncd Water and Reclamation Projects. The pa:tnes acknowledgc the City’s
interest in long term access g reclaimed water, The pames fuxther acknowledige Global Water's ;
ladcrshnp in the field of water reuse in the region and the crmcal nature of reclaimed water to

 the Global Water business and regxonal conservation plan. Accordmgly, Global Water agrees to

use reasonable best commerc:al efforts to use and utilize reclaimed water i the region to the .

 extent permissible under existing and future Avizona Deparunent of En\m-onmental Quahty
. (“ADEQ”) pohcy for all res:dcnual commercml and mdustnal applicationas within Global’s
service area. The City and Global will explore water reclamation projects for parks and school
fplaygrounds. ‘md will encourage the devclopmem of hght commercial and mdusmal uses of |

. reclaimed watet! Additionally, for. that water which cannot be beneficially used within the

service area, Global will either recharge for its beneﬁt that certaift volume of water or make that
oertain volume of water avaﬂablc to the City for recharge on a long temu basis. if financially
feasible, as determined in the sole dlscrenon of the City, the City will install dual plumbmg inall

. furture Clty owned buildings sennced by Global such that reclmmed water can be vsed to flush
toilets and serve other non-potable water demands, per Global’s guidelines and State and Federal
law. The Cxty shall bear the cost of this mﬁ-asuucture and shall provide signage to amounce the ,

use of rec!axmed water in all pubhc plac&s to assxst w:th oonservanon and public educatxon-

eﬁ‘orts.

9. Economic Development, The City and Global will explore possible joint efforts |

* to support industrial and commercial uses in the City. Global will sugment the City’s economic
~ development cfforts with its corporate network wherover possible.  The City and Global will
~ explore co-ﬁmdmg of specific mnploymant genmtmg economic development initiatives and

panicxpate on econmmc development comm:ttee(s)

10, Land Use Planning and WatulWastewater Planning. Global shall prepare an
'annual “Plan for Growt.h" for the City of Casa Grande’s planmng area, The City staff shall




provide input and comments on changing land use and dexlsity paﬁ&ns to assxst k'Glol.ail in tlns o
planning effort. Global shall submit its annual “Plan for Growth™ report 1o t.he Mayor and C:ty
Councﬂ by April 1st, unless the Partws agree to a different date, » C

' 11. _ep_. E_ozam January 1, 2006 Global shall pay a volunh:y fee totahng One
Hundred Dollars ($100.00) for each readenual home connecﬁng to Global S wam' and
wastewater system within the jurisdictions of the Cxty, as amended ﬁ'om mne to txme, oroutside -

the jurisdictions of the City but within Global’s Planning Area (attached hereto as Exhibit A).. To
the extent 2 home connects to only one service, the fee shall be reduced to fifty: dollars (550.00)

. The fee wxll assist the Cxty in defraying administrative costs for water and wastewater services,

| including reg:ona.l planning. The fe¢ shall be payable quarterly in arrears and will become duc
upon the conncctnon of a water meter to an occupwd rwdennal dwellmg by & homeowner ‘
12.  Community Outreach. The Cltyh'and Global shall work cpopm'ﬁvcly :&preparc,
- - cost-share (in-kind services such as web hosting, graphic design, ete. is considered equitable to
actual fands), and disseminate a community outreach packet The community outreach packet .
will be a collaborative effort by multiple entitics within the City, to be distibuted to existing and
‘new homeowners. Global will explore commitments to find and -conduct extensive water
conservation programs and outreach cdncanon programs to promote wata' conservanon in the
- community, schools, and public facilities. - Global will explore co-sponsoring significant water: -
reclamation demonstration pmjects " Global will support commumty evenm wu:h bottled water s

and a presence at all ma_;or mumc:pal ﬁmcﬁons and events,

13 , Gcographac Infonnanon System and Information chhnology The C:ty and"
Global shall work collaboratively in developing and updanng the City’s Geographmal
Infomatxon System (“GIS™), This may include data sharing and/or mtegmion. eost-sharing on |
GIS surveying, cost—shanng on a GIS Geodesic Marker, and- othcr GIS related admlmstranve:"
items. ’I'he Cny and Global shall share and integrate SCADA systems CCD Secunty Data and , -
Vulnerability Preparedness, Emergency, Operations, and Rapxd Wom Plans, ‘Broadband
Wireless network shanng and Internet Site Linking, The Cxty and Global shall also explore

~ opportunities for collsborative billing services,
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14 Annmuon. Global shatl support the anncxatlon efforts of the Clty Global shall
suppon the Cuy s eﬁ‘ons t0 mauage and coordinate development in Global’s Planning Areas.
| Global will pmv:de water and wastewater modeling services to determine the nnpaat of proposed

developments. Global will share and publish long-term master plans with the City and
contmuously update the plans 50 that the water and wastewata mﬁ'astructm'e is coord.mated thh :

the City’ .s,mﬁ-astmcnm plans.

oo 1S, Pmmrs. The Cny wxll endeavor to streamline pcrmxt issuance, plan review, angl
G rclated design and construction regulatory issues . for Global, “The City will endeavor to treat
Global‘s pemnttmg submxssmns asa pnonty and ‘shall provide the highest priority review the

. City can producc in order to retum permits promptly. The Clty will endeavor to assist and o
_support. Global's cfiorts to obtain CAAG 208, CC&N ADEQ. ADWR and other regulatoryr
: approvals reqmred within the Subject Terntones Ifthe Clty cannot provide a pmmpt review of
- Global's penmts or plans, Global shall have the ophon of reimbursing the City for any costs
- incurred by the City if the City, at: Global's request, hnm an outside consultant to expedxte the
review of Global’s permits and plans Any such consultants shall repon dmectly to the Cnty and

takc du'ectlon only thereﬁ'cm.

16 Dwgnated Managmt Area The Clty and Global shall work together to -
fhcmtate ‘the designation of the City of Casa. Grande as a Designated Managanent Agency 1o
implement and enforce the poruons of the area wxdc Watcr Quality Managanent Plan within its
desngnated area, which will be the Cny 5 current planmng area, as {llustrated by the Cxty of Casa

| Grande General Plan,

~ .17, Joint Actions and Conditions. In order to effectuate thxs MOU, and in addition to
* the actions otherwxse set forth herein which shall in good faith be pursued by the parties hereto,
the parties shall undertzke (or the perties shall support one another in taking) the followmg

actions u: good faith:
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a. ACC approval of SCW and PVU's pmposed expansion of the CC&N ovet -
Global’s Planmng Anea, SR :

b. Executlon and appmva.l of an operating/license agreement with the City for
Utility vaxces provxded within the City’s current and ex:snng Junsdxcnonal,
. boundary and for Uﬁhty Services prowded outslde the Clty's cument and .
existing Junsdwuonal boundary but within Global's Plaming Area, g

c. ACC approval of the Operanng/hccnse agreement descn‘bed m Secnon S and
Section 19(b) above, , 3

d. ACC approval of Global’s reqwt for inclusion ofall fes set fonh in Secnon »

5 gbove in the momhly consumpuvc bxllmgs of the Unllty Compames
l\l ’ I

e. Ifnecessary, the ﬁ'axichise election provided for in Section S éboves |

18, Effectlve Date. Except as otherwise set forth herein, the obhguon of the paxtm X
pursuant to this MOU ahall commencc thirty days after appmval of said MOU by the Casau

Gmnde City Council. -

.19, Entire Agremnent This MOU contams the entire agreement between the parties
hereto and SllpchCdﬁ all previous commumcatxons, represenxanans or agreements, written or -
vabal Wlth respect to 1ts subjeet matter : c S :

20. Constmcnon. Thxs MOU shall be construed in accordance thh the laws of the}

| kStateof Anzoma.
21 Modlﬁcauon or Amendment. This MOU may not be mod.xﬁed, amended,

rescinded, cancelled or wmved, in whole or in part, except by a wntten instruznent sxgned by the
all parties hereto. : L o _
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_ - 22, Junsdxcnon. Venne and Auorneys Fees and Costs. Sub;eet 0 ‘the provxsnons of

tlns MOU the pmvmhng party in any- arbm'auon, proceedmg, lawsmt, appeal - or other
. proceeding bmugln to enforce or otherwise lmplemeut the terms and conditions of this MOU -
" shall be entitled to an award ofatwmeys fees and costs from the losmg party. Jurisdiction and

venue shall be i in Pmal Coumy,

23 Medxanon/Axbxtmnon. In the event that any dxspute arises between the pamee to '
- this MOU, the part:es first shall attcmpt to find a neutral person, who is mutually acceptable to
both paruee, a.nd ‘who has experience in matters such as those prov:ded for in this MOU, and.
. request that person to mediate the dispute. In the event that such mediation is not undertaken or
| succeasfully concluded within 45 days after the dispute arises, the parties to any such dispute
shall submit the d:spute to binding arbitration in accordance with the rules of commercial
arbmatxon (“Rules”) for the American Arbitration Association ("AAA”) If the claim in the
‘ d:sputc mvolves ‘s non-monetary default or breach or does not exceed One Hundwd Thousand
Dollars ($100,000), there shall be a sm,gle arbitrator selected by mutual agroeanent of the Parties, .
and in the absence of agreement, appomted aceordmg to the Rules. If the clmm in the dlSp'ute,
exceeds One Hundred Thonsand Dollars ($100,000), the arbitration panel shuall consist of three
3) axbm'atom. one of whom shall be. selected by cach party and the third, who shall serve as
chaxrman, shall be selected by the AAA. The arbntmtor or arbitratoxs must be knowledgcable in
the subJect matter of the dispute. The costs and fees of the arbxtrator(s) shall be divided equally _
among the pames. Any decision of the arbxtm:or(s) shall be supported by written findings of fact -
and conclusions of law. The decision of the arbstrator(s) shall be final, subject to the exeepuons o
outlined in the Arizona Umform Arbitration Act, ARS. § 12-1502, ¢t seq., and judgment may -
, ”be entered upon thc same. The arbltratox(s) shall control dlseovery in the proceedmgs and shall
; award the prcvailmg party its reasonable attorneys fees end costs. ‘Any arbatratxon arising from
this MOU shall occur within Pinal County, or at any other Jocation mutually agreed to by the

' Parties,
24, . Assignment. The terms and conditions of this MOU shall bind and jnure to the

benefit of the parties hereto and their successors and assigns and legal representatives, Neither a
Party shall be allowed to assign this MOU without the express written consent of the other Party,
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25, )Mmm Any waiver of any prowsxon of this MOU shall not constitute a wawer

of any othcr pmvnsxon, whethcr or ot similar, nor shall any waiver be a continuing waiver. A
~ party may waive any provision of this MOU intended for its beneﬁt, provided. however,: that
" such waiver shall in no way excuse the other pames from the performance of any of thmr other

obhgatnoms under this MOU, -

, 26. Secbon Headmgs Thc secnon hcadmgs used bemm are for refavnee only and
o shall not enter into the mtapretauon hereof 2 _ :

| 27, Rclanonshlp of Parties, Nothmg contained in this Movu shall be dcaned or
construed to matc the relationship of pnncxpal and agent or of Limited or genu-al parmershxp or ,

‘of Jomt venture or of any other assocxanon between the City and Global. : v |

| | | | - . |

- 28, Notices. Any notices ngen pursuant to this MOU shall be in writmg and shall be
. personally delivered or deposited in the Umted States mail, certified mail, postage prepaid, retum-'.‘ ‘

recexpt reqnested, 0 a pasty hereunder. ‘Notices shall be -deemed glven and me:ved when .

pmonally delivered or three (3) days after deposit in the United. States mail to the address sot

forth below such party 8 signature.
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% 29. Time of ‘&senoe. Time is of the essence for all purposes of this MOU.

o 30, conmct of Interest. This Agreement is subject to the conflict of interest
" provxsmnsset t‘crthmA.RS §38—511 : :

IN WITNESS W}IEREOF each of the parues has executed this MOU as of the date ﬁrst :

| above written.

| cmrop cAsA GRANDE | | GLOBAL WATER RESOURCES, LLC

Address: 979 & J’/MMC 2 6’/'/ Lidress: 220y A 19T
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Sections 13, 24, 25, and 36 of Township 6 South, Range 3 East of the Gila and Salt
River Base and Meridian, Pinal County, Arizona; And

Sections 16, 17, 18, 19, 20, 21, 28, 29, 30, 31, 32, and 33 of Township 6 South,
Range 4 East of the Gila and Salt River Base and Meridian, Pinal County, Arizona.
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